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EARLY HISTORY 

The' cotton industry has probably alwajs occupied the 
place of honour m the industrial system of this country It 
is authoritatively claimed that India is the accredited birth- 
place of cotton manufactures 1 Certain passages in the Rig 
Veda Mahabharata, Ramayana, Pnnnas, etc indicate the 
antiquity snd flourishing Btate of the industry, Baine 
in h\s book The History of the Indian Manufactures observes 
that the birth-place of cotton manufactures is India where it 
has flourished probably from pre historic times. 

During the Buddhist period the export of Indian cotton 
fabrics was of world-wide importance and the industry conti 
lined to make remarkable progress in the cottage form; 
nnfortunately no systematic record of the progress of the 
Industry is available up to the 15th century except the 
scattered accounts given by travellers and ambassadors who 
visited India during these centuries They have all paid 
glowing tributes to the craftsmanship of Indian artisans. 

Then came the Muslims. The earlj Muslim period is 
particularly noted for wars rebellions and other disturbances 
which must have arrested the development of the industry. 
Bnt luckily this period was a short one The AInghals e9tab 
li9bed a Btrong government and gave law and order to the 
country As lovers of luxuries and of fine articles the 
Mughal Emperors extended the royal patronage to the textile 
industry which was by then established ou the karkhana 
basis Foreign travellers like Sir Thomas Roe, Peter Mundie, 
Bernier, Tavernier and others bear testimony to this fact 
Moreland in his book India at the Death of Akhar remarks 
that the cotton industry in India was at this period much the 
most important handicraft It was widely spread throughout 
the whole country but certain centres had specialized in the 

1 3 A. Mann — J.R A. & of Grt»t Britain Y 0 l TYII, p. 347 
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production of fine varieties of clotb, e g , Dacca Dacca alone, 
however, did not produce the world-famous * Dacca muslins’ 
but Kasimbazar, Sunargaon and other places also made their 
own contributions The printed calico or chintz was a speci- 
ality of the Coromontial coast Muslipatam, Madras, Gujernt, 
Ahmedabad and Benares were other notable centres While 
paying tribute to the cotton manufactures of India iavermer 
remarked ‘ They are so fine that you can scarcely fe&l them 
in your hand and they were woven from thread of such 
extraordinary delicacy that a single pound of cotton was spun 
out into a length of 2o0 miles ' 

The important thing to note is that these fine and 
artistic goods -were produced with crude implements and 
mostly in the homes of the artisans The relations between 
capital and labour were cordial and the system of industrial 
organization was that of the domestic type Here and there 
karkhana a were springing np The artisan made goods to 
order or on his own acount Some of them served as 
apprentices and journeymen m a craft gild While Indian 
art was of exquisite beauty and perfection, the Indian artisan 
was by no means rich and prosperous He worked for 
the benefit of the merchant and for the enjoyment of 
the rich ‘The Grandees pay for a work of art considerably 
under its value 1 is the remark of Bernier 

Indian looms had not only a practical monopoly of 
the home market for cloth bnt, according to ’Moreland, had 
also three principal export markets — Arabia and beyond, 
Burma and the Eastern Islands, and the East Coast 
of Africa 

EAST INDIA COMPANY AND AFTER 

After the death of Anrangzeb in 1707 forces of disrup- 
tion and disintegration were let loose owing to the absence 
of a central authority to control and rule such an 
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extensive Empire Revolts and uprisings nnder different 
banners and foreign invasions upset the whole industrial 
life of the country The Brilish merchants and other 
European traders stepped into the gaps cansed by the break 
npof the Mughal Empire Foraome time these European 
buyers were quarrelling among themselves for supremacy 
of the Indian trade but ultimately the British won and the 
East India Company acquired political power in 176a to 
collect Diwam etc This had a great effect on the textile 
industry which received an impetus for Borne time from the 
East India Company It imported craftsmen and designers 
from the West to teach British designs because then it 
was essentially a trading concern and it was in its interest 
to develop Indian industries But the Company had to 
meet very strong oppositron at home because Indian 
textile goods competed with British silk and woollen goods 
and there was no market 10 India tor British goods. It 
was a period when Great Britain was following a policy 
of trm»tnl,f„m and every effort was made to import gold 
and silver that were then considere 1 to be the sinews of 
war into the country The activities of the East India 
Company led to the export of these precious metal, from 
the United Kingdom besides severely affecling the woollen 
an! silken Industries of that country High protective 
duties were imposed on Indian good, and Indian calicoes 
prints and chimre, were totally forbid leu to be imported 
Cm " ,d K "Wdom at any cost Even as late as 
the duties on Indian goods wero 
per cent on cotton and woollen goods 
20 per cent on raw s Ik 
per cent on cotton wool 

The struggle of private merchants te secure trading 

nn,,ii‘°x- b 'a El!t rr" " l “ tMl b r *be formal, on of the 
United Kingdom Company of Merchants ,n England to 
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trade with the East Indies which wa« recognized by 
■parliament in 1708 The avowed policy of the Esst India 
Company after these warnings was that of encouraging 
plantations in India. It was a period when the Industrial 
Revolution was gaining ground in England and the British 
Merchants were anxious to secure increasing markets for 
their finished goods They were feeling the pmch of Indian 
competition m textile goods even up to the firgt quarter 
of the 19th century as is clear from the following tables 



Exports of Cotton 

Import of cotton 

Year 

goods from India 

goods in India 

1814-15 

( In lakhs of rnpeea ) 

( In lakhs of rupees ) 

W 9 

0 45 

1819 20 

90 3 

15 82 

1824-25 

60 2 

52 96 

1829 30 

1 3 

52 16 

Year 

Cotton piece goods 

Cotton piece goods 

from Britain to India 

from India to Britain 

1814 

Yards 

Yards 

818208 

12 66 608 

1821 

1 91 38 726 

5 34 495 

1828 

4 28 22077 

4 22504 

1835 

5 17 77 277 

3 06 086 


Even in the beginnu g of the 19th century English duties 
on Indian calicoes were as high as 65 per cent ad taloremt 
besides total prohibition of certain classes of goods for use by 
Englishmen As against this British goods were taxed on 
their import into India at only 3J per cent ad valorem while 
Indian goods had to bear a much higher duty within the 
country Consequently India lost not only her foreign mar 
kets but her home market aa well "he conld not compete 
with the machine made goods from Fngland It is debatable 
whether the English mills would have been stopped 
or delayed owing to Indian cempetition if it had not 
been checked but the fact remains that the political power 
coupled with the technical progress in production and 
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-efficient methods of distribution and financing brought 
about the nun of Indian arts and crafts in the first half of 
the 19th century Among other causes responsible for the 
rmn of the indigenous industry were lack of patronage of 
the courts and the slavish imitation of English manners, 
•ways of living, and forms of dress and clothing of the 
masters by the Indian people There was no enconragement 
to the home producer who was ill organized The financier 
had not come on the field and the new technique of produc- 
tion was entirely unknown to the people of the country. It 
was a fight between a dwarf and a giant It is probable that 
if India had a national government, she might have adapt- 
ed her industry to the new order earlier and thereby saved 
a great deal of misery and privation suffered by the Indian 
weavers and others dependent on the trade hut it cannot be 
imagined that m the long run our cottage industry could 
continue to be a challenge to the machine industry introduc- 
ed by England and taken up the world over including 
India herself The Indian cottage industry has, however 
continued to exist and in spite of inland and foreign com 
petition of mill made goods, the handloom has occupied a 
respectable position in the Indian economy Even at present it 
Supplies about 30 per cent of the requirements of our cloth 

MILL INDUSTRY 

Although the first cotton mill in India was started as 
earlj as 1838 near Calcutta the real beginning of the cotton 
mill industry dates from the j ear 1851 with the floatation of 
the Bombay Spinning and Weaving Mill which commenced 
its work in 1856 under the management of Mr C M Davar 
In Ahmedabad the fir*>t cotton mill was started In 1859 
under the management of Mr Ranchodlal Chhotalal The 
steady success achieved by these attempts attracted the 
attention of industrialists and capitalists and consequently 
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many more mills were started The industry made 
remarkable progress daring the period of the American Civil 
War and immediately after tinge profits were made in cot- 
ton trade with the United Kingdom, which were diverted to 
the establishment of cotton mill industry with indigenous 
enterprise It being a virgin field the promoters could float 
new companies without burning their fingers At Ahmeda- 
bad the finance came from the Bhrofls out of money lending 
business It was a period when railway construction*, parti- 
cularly of the 0 I P E I R and other mam lines were 
taken m band for commercial and strategic purposes This 
gave a further fillip to the industry as it facilitated the transport 
both of raw materials and finished goods within the country. 

With the establishment of factories one after another 
India began to meet her demand of coarser counts of cotton 
goods through her own mill supply It led to the import 
of increasing quantities of mill machinery Within a few 
years India began to export cotton peice goods to Russia, 
China and other countries This alarming progress of the 
Indian cotton mill industry gave rise to the spirit of 
rivalry among Lancashire manufacturers who were en- 
joying monopolistic rights in the Indian market for the 
supply of their goods Now they Bcented a real danger 
and being afraid of losing their grip on the Indian mar- 
ket they started agitation to have free entry of their 
goods into the Indian market From 1878 9 to 1894 
there was absolutely no customs duty on import of cotton 
piece goods into India. This action of the Secretary of 
State for India was highly resented by local interests as 
our industrial needs were diametrically opposed to those "of 
the United Kingdom While., the latter was the workshop 
of the world. India was struggling to establish her nascent 
industries But the Secretary of State for India was 
adamant and he applied the principles of free trade and 
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laissez faire to India as they -were applied to the United 
Kingdom, although other countries like Germany, U.S A., 
and France were developing their industries by levying 
protective duties against foreign imports. 

Ihe second way in which the Secretary of State for 
India interfered with the progress of the Indian cotton mill 
industry was by pa«stng the factory laws in 18S1 There is 
no doubt that it was a useful piece of legislation but it bad 
its origin in the jealousy of Lancashire interests. While it 
was the voice of Whitehall, the hand was that of Lancashire 
The Indian lactones Act of 1881 gave protection to child 
labour and that of 1801 to women labour. In 1911 a compre- 
hensive Act was parsed which protected all kinds of labour. 

The last decade of the 19th century was a period of 
currency crisis and labour troubles due to the bubonic plague 
that spread in Bombay and other places On mg to budge- 
tary deGcitsand the fall m the sterling valno of the ropee, 
it was deemed necessary to impose customs duties. A 
general rate of duty at 5 percent was levied on all good" but 
the Secretary of State for India refused to allow the impo- 
sition of any duty on cotton goods The revenue situation, 
however, made it impossible to exclude cotton piece-goods 
from the tariff and in December 1894 an import duty of 
5 per cent was levied on cotton piece-goods and yarns 
accompanied by a countervailing excise dnty of 5 per cent on 
Indian yarns of counts above 20 The excise on yarn did 
not satisfy Lancashire interests and accordingly m 1S8G the 
import duty on cotton goods was reduced to 3 per cent 
and an excise dnty at the same rate was imposed on 
all cotton mill-woven cloth, and cotton yarn was imported 
free of duty The tariff 89 revised in 18SG remained 
substantially unaltered till 1916 

Ihe impo'ition of cotton excise duty and the preferential 
treatment shown to Lancashire intere=ts at whose bidding 
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and command the countervailing excise duty -was imposed, 
gave rise to a good deal of protest in the press and on the 
platform The excise duty remained a bone of contention np 
to 1925 when it was provisionally abolished and finally given 
up in 1926 In 1916, although the general rate was increas- 
ed to 7 j per cent the cotton import duty and excise duty still 
remained at 3s per cent In the year 1917, largely a3 a result 
of the contribution of £100 million towards the war made 
by India the cotton import duty was also raised to 7s percent 
and the excise was allowed to remain at 3J percent For the 
first time after so many decades the difference in customs 
and excise duty on cotton was permitted by the British inte- 
rests under special circumstances created by the war In 
1921 owing to unprecedented deficit the general rate of 
duty including that on cotton piece goods was raised to II 
per cent but the excise remained at 3? per cent The special 
exemption m the form of lower duty on cotton mill machi- 
nery was withdrawn 

During the early stages and even afterwards the centres 
of cotton manufacture lay m Bombay presidency, particularly 
in Bombay city Outside Bombay city the chief centres of 
the industry were Ahmedabad and Sholapnr Other im- 
portant centres that have developed the industry later on are 
Cawnpore Madras, Nagpur Calcutta, Madura, Delhi, Indore 
Rampur, Gwalior, etc The recent tendency for the industry 
is to migrate into Indian States where it enjojs exemption 
from income tax and some other taxes, and where labour 
laws are not stringent as in British India. 

The development of the industry up to 1900, although 
steady, was irregular By the end of the century there 
were about 193 mills in the country out of which 82 
were in the Bombay city and island. The price of raw 
cotton increased considerably after 1892 and consequently 
the profits of the manufacturers were reduced. The Bombay 
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yarn industry which wag progressing steadily received a 
rude Bhock by the industrial development that took place 
in Japan which wag responsible for the losa of the Chinese 
yarn market The last decade of the nineteenth centnry 
was full of troubles due to the occurrence of wide spread 
plague a number of famines and currency troubles till 
1905 the industry was passing through a period of depress on 
and inactivity Between 190a and 1910 there was a short 
boom followed by n period of steady growth until the 
outbreak of the last Great War when there w ere 271 mills 
in the country with nearly 68 lakhs spindles and one 
lakh four thousand looms 


PROGRESS OF THE COTTON MILL INDUSTRY OF INDIA 

1880-1914 1 


YearEodg. ho. of 

ho. ol 

No. ol 

Hand* 

Cotton Consumed 

30 June 

M Its 

Sp ndle* 

Looms 

Employed 

in Bale, of 39' > Iba. 

1880 

5C 

14 G1 590 

13 50 1 

44 410 

3 07 631 

1885 

87 

21 45 646 

16 537 

67 186 

5 96 749 

1890 

157 

32 74 1J6 

23 412 

1 02 721 

10 1 8 4b2 

189i 

148 

38 09 929 

35 338 

1 1S669 

1141714 

1900 

191 

49 45 783 

40 124 

1 61 189 

14,53,352 

1901 

195 

50 06 916 

41 180 

1 72 881 

13 51 740 

1902 

192 

0 )G Jl>5 

42,581 

181 031 

17 65 018 

1903 

192 

0 4 1 “>07 

44 032 

1 81 399 

17 19 340 

1901 

191 

1 lb 121 

4a 3 17 

181779 

17 44 766 

U05 

197 

51 HhG 

r 0 139 

195 77 

18 79.244 

1906 

21" 

r ° 79 59 > 

59 6)9 

08 616 

20,2 1 519 

190” 

‘>21 

r 1 15,275 

5 s 486 

9 0a 696 

19 80 170 

1903 

241 

51 5 02) 

67 920 

2 1 ISj 

19 91 5 0 

1<*09 

2a9 

60 5123L 

76 89S 

2 16 324 

21 09 000 

2910 

263 

6195171 

S' 2a 

2 2 1 G q 4 

19 15 010 

1911 

261 

1 3,57 460 

8 >-152 

2 10 649 

19 Oa 866 

1912 

2uS 

04 63 923 

8S 991 

2 4 1 637 

20,59 102 

1911 

272 

G>9t,9G> 

94 136 

2.53 786 

20 96 016 

1914* 

271 

67 78 895 

1 04 179 

2 60 27G 

21 43 126 


1 r part! Uitn from the I Khan } «r Hook, 19'’" p 63 

2 Year coding 3Ut Auguit 
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THE WAR PERIOD 1914 TO 1918 

Broadly speaking this period may be regarded as of 
arrested development mainly owing to the difficolties in ob 
taming new machinery dyestuffs and other mill stores etc 
The outbreak of the last w ar caused a temporary dislocation 
It cnt off the supplies of cheap dyes from Germany, and 
disorganized the export trade The main feature of the 
Indian import trade befo-e the war was the growing Impor- 
tance of Germany and when the war broke ont imports 
from Germany Austria and Hungary ceased immediately 
while trade with Netherlands and Italy was restricted 
Difficulty was experienced in importing goods from United 
Kingdom too Japan and USA took advantage of the 
situation and our trade with these two conntries developed 
considerably India also produced to her (ull capacity, but it 
was not possible to expand the industry to a large extent 
Lancashire had been losing ground and the gap was Sited 
up partly by Indian mills and partly by imports principally 
from Japan 

While tbe number of mills both m Bombay and m the 
up country centres as well as the number of spindles remain 
ed practically the same the number of looms increased by 
about 25 per cent — an increase which as in the years 
preceding the war was accentuated by the fall in the 
export trade of yarn The export of yarn after rising from 
14 3 crore lbs in 1914 5 to 17 8 crore lbs In 1916 7, 
fell to 13 CTore lbs in 1917 8 and to only 7 3 crore lbs 
m 1918 9 This was due to the difficulties of freight the 
competition of Chinese and Japanese yarn with Indian yarn 
in China and the increased demand of our mills for Indisn 
yarn The up country mills continued to increase their 
production ot grey goods, as compared with Bombay The 
production of grey goods in Bombay was 4 7 crore yards as 
against 60 4 crore yards for other centres On the other 
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hand, the production of coloured piece goods in Bombay 
increased to 27*6 crore yards while that of all np country 
centres remained stationary at 8 8 crore yards 

There was, for obvious reasons, a marked fall in the 
imports both of yarn and piece goods in the war years and 
for equally obvious rea B ons a striking increase in the imports 
of yarn and cloth from Japan In the first two years of the 
outbreak of the war the price trend of cloth Bbowed a little 
change, but a steady rise in 1916 was followed by a rapid 
advance in 1917 The peak was reached m August 1918 The 
year 1917 may be said to mark the beginning of the boom 
period for the cotton industry and specially for the 
Bombay section of it In July 1917 the first general 
Increase in wages was allowed by the grant of a war bonus 
of 10 per cent which was raised to 15 per cent on 1st 
Jan 1918 

THE POST-WAR YEARS 1919 TO 1921 

The three years immediately following the close of the 
war were a brief period of abounding prosperity for the 
mill industry m India in spite of the fact that the year 1913- 
20 opened under tbe depressing effects of the failure of the 
monsoon and the influenza epidemic of the year 19 1 8 
Although there was no increase m the nnmber of mills — 
rather there was a slight reduction — nor any appreciable 
expansion of looms or spindles, yet the production of yarn 
and cloth Bhowed a remarkable increase Since new machi 
nery could not be procured even in the immediate post war 
period, the increase meant that the mills must have been 
working to their full capacity 

The relative position of Bombay to up country mills 
remained as before Bombay still continued to produce 
mote than half of the total output of yarn and cloth The 
production of grey goods in Bombay was 58 6 crore yards 
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against 70 erore yards m up country mills, the correspond- 
ing figures for coloured goods being 33*6 crore yards against 
11 crore yards. Exports of yarn and cloth after a spurt in 
1919 20 returned to tbeir former level. 

The prosperity of the cotton textile industry in theso 
years was due to world factors, in other words it was rather 
a result of the hectic World-Wide boom than to natural deve- 
lopment During this period there was an abnormal rise in 
the sterling value of the rupee and it did encourage im- 
ports, but it did not appreciably affect the Indian exports 
because the world had to replenish its stocks and India 
exported mostly raw materials. Another feature worthy of 
notice dnnng the period is that while the price of cloth 
increased that of raw cotton fell steadily throughout the 
period. The widening differences worked greatly to the 
advantage of the industry 

The imports of both yarn and cloth declined. In 1919- 
20 they fell to the lowest level touched for a generation. 

Another feature waa that while imports of cloth and 
yarn from the United Kingdom were falling they were 
abruptly rising in the case of Japan as is evident from the 
following table' 

1909-10 1915-16 1919-20 

to to to 

1913 14 1918 19 1923 24 

Average Average Average 

Cotton Cotton Cotton 

Piece goods Yarn piece-goods Yarn piece-goods Yarn 

fin thousands (In thou (In thou (In thoQ (In thou (In thou 
ofyards) sands oflbs.) sands of sands oflbs.) sands of sands oflbs 1 
Jarda) yards) 

V K. 13,15 997 37 030 8,15,197 24,674 5,68 882 25,702 

Japan 2 559 458 81 171 7,424 96,727 16,786 

EXCHANGE 

The Exchange value of the rupee continued to appre- 
1. From Review t/f Trade ( 1 940—1 ) 
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date nntil Feb 11, 1920 when it reached its highest point 
— 2s llfcd. As the exchange rose, orders were freely placed 
for machinery as well as cloth, bnt it took several months 
before these orders could he execnted By the time the 
deliveries were made the exchange had come down by leaps 
and bounds and as the payments were made in sterling, it 
became difficult for the Indian importers to pay for their 
purchases and take delivery of goods and machinery The 
traders lost confidence both in the outside market as well as 
In the home manufacturers and the purchasing of any fur- 
ther machinery bocame costly, which adversely affected the 
cotton mill industry 

LABOUR 

As usual in a period of rising prosperity, wages lagged 
behind profits. The first snbstantial rise in wages was 
granted with effect from Jan 20, 1919, when the 15 percent 
war bonus was increased to 35 per cent, and was termed a 
special allowance on account of the high prices of food stuffs. 
The allowance was thereafter increased to 55 per cent on 
Jan 24, 1920 for operatives on fixed wages and for winders, 
the allowance for piece workers other than winders being 
railed to 75 per cent It was ogam raised to 70 per 
cent for operatives on fixed pay and winders, and to 80 per 
cent for other piece-worker* 

COTTON TEXTILE INDUSTRY IN INDIA FROM 1899 
TO 1922 1 

‘The most striking feature which stands out from this 
brief survey of the cotton mill industry in India from the 
beginning of the present century to the commencement of 
the period of the depression of 1923 is its expansion in 
every direction but more especially m weaving as compared 

1 Report of the Tariff Board ( 1928-7 >, p. 12 
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with spuming. The expansion of spinning has been the 
result of the expansion of weaving rather than the leverse 
“While spindles increased by 50 per cent m the 22 years 
surveyed, looms increased by 223 per cent. At the com- 
mencement of the period, the Indian mill production of 
cloth was only a little over ope fifth of the net imports and 
about half the production of the handloom industry. At 
the end of the period, it waS 77 per cent greater than the 
one and *>0 per cent greater than the mher. In 1&99-1900, 
Indian mills supplied 9 per cent of Indian requirements of 
cloth against 64 per cent met by imports, and 27 per cent 
by the handloom industry In 1921 22 the percentages 
were 42, 2G and 32 respectively. This is on the assumption 
that the exports of Indian piece goods were all of mill 
manufacture — an assumption which is not entirely war- 
ranted owing to the large exports of hand-woven goods from 
Madras but an allowance for these will only slightly affect 
the percentages Other features hardly less important are 
the loss of the export trade m yarn, the gradually decreasing 
dominance ot Bombay in the home industry, which entirely 
disappeared in regard to grey goods, and the increasing 
share of Japan m the import trade. The 6tndy of the 
conditions of the period from 1922 shows the same ten- 
dencies ’ 

BETWEEN 1923 AND 1926 

After the boom of 1919 21 the cotton mill industry 
suffered a severe depression from 1923 to 1926. During 
this period Bombay mills suffered more than the op- 
country mill9. While in Bombay the number of mills 
actually working decreased by four, the number of mills in 
up country increased by 34, besides 20 mills which were 
idle and 43 new mills which were reported to be in course 
ot erection 
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Another feature to note in this period was a swing of 
the pendnlnm of prices of cloth and raw materials, namely, 
•while the prices of cotton went up steadily those of cloth de- 
clined. It, there'ore, farther reduced the margin of profit 
of the mdnstry which was experiencing the onslaughts of 
depression on other gronnds as well. The rate of exchange 
after rising to 2s. llid. fell steadily and reached as Ion a 
level as Is djjd m April 1922, after which it steadily 
improved to Is Gd at which rate it has been pegged 
since them, the Japanese Yen caused further worries 
to the cotton null industry as it fell from Rs 207 
pet 100 Yen vn July 1921 to Rs. 107 per 100 Yen in Jnne 
1925. This adversely affected our foreign trade as well 
as the home market. 

CAUSES OF THE DEPRESSION 

These may be studied under two mam heads 
(a) World factors and (b) local causes 

WORLD FACTORS 

Every boom is followed by depression The boom of 
1917 21 was followed by a depression the world over It 
was not confined to India alone. 

Another factor was the disequilibrium between prices 
of raw materials and manufactured good® From 1914 to 
1920 the prices of manufactured goods went up much more 
than of raw materials and foodstuffs It affected countries 
like India, China and Australia very adversely. The Indian 
peasant lost his purchasing power when recession in prices 
set in. It is apparent if wo study the following index num- 
bers of our imports (mostly manufactured goods) and 
exports (mostly raw materials) on the basis of the declared 
values of 1913-4 : 
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Year 

1913 

1920- 1921 

1922 

1923 

1924 

1925 


-14 

21 

-22 

-23 

-24 

-25 

-26 

Import 

100 

237 

214 

169 

190 

180 

158 

Export 

100 

140 

127 

140 

145 

154 

152 


CAUSES PECULIAR TO INDIA 

1. External Competition — The greatest competition 
from outside was from Japan which was doe to several 
causes, the important ones being ( i ) Depreciation of 
exchange, (n) State subsidy or bounty to the Japanese 
industry, (la) Sweated labour in Japanese industries 
( Japan did not ratify the conventions 6f tho International 
Labour Office up to June 1929), (iv) Better organization 
of the industry through combines for purchase of raw 
materials and sale of finished commodities, (v) Better 
utilization of machinery Apart from Japan, our imports 
during the period were principally from the United Kingdom, 
But the Indian manufacturer were not so afraid of Lanca- 
shire as of Japan 

2 Other Causes — I Causes affecting the cotton mill 
industry as a whole (l) Currency ch mges as explained ; 
above ( if ) Defects in internal organization of the industry 
(In) Orer-capitalization — the Tariff Board estimated th3t 
the total capital of the industry increased from 20 84 crores 
in 1917 to 40 98 crores in 1921 which was a very high 
figure considering the plant machinery and other tangible 
assets of the industry , ( iv ) Dividend policy — distribution 
of fat dividends in the boom period without providing 
sufficient reserves for renewals and replacements of plant 
and machinery , (v ) The managing agency system with its 
corruptions, namely secret commissions, nepotism end 
undesirable practices of obtaining secret profits from the com- 
panies they managed MoBt of the managing ftgenls had no 
technicahqualifi cations excepting that they provided finances 
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to the industry and that too not adequately (n) Difficnl 
ties of obtaining necessary finances in a period of prosperity 
II C buses which tpcaally affected Bom? ay truth — (i) 
Loss of export tra ie with China ra yarn (n) Competition of 
Bombay mills with up-country mills The np country 
mills were new with up-to date machinery and in the 
centres of consuming areas They were not over capitalized 
like the old concerns of Bombay The managing agents 
of np country nulls were energetic people who had to 
manage one or two mills each unlike the Bombay managing 
agents who had to manage a very large number of mills in 
each case The Bombay mills did not care to study the 
up country markets and the tastes of tbeir consumers They 
were producing goods in the old fashion ( in ) fligh'cost of 
labour in Bombay — the labour in Bombay was mostly 
imported from the interior and the mills had to pay 
higher wages (it) High local taxation including the 
charges for water ( v ) High cost of fnel and power in 
Bombay 

As against this Bombay was at an advantage as com 
pored to np country centres due to saving m freight on long 
stapled cotton imported from outside and railway charges 
on transportation of finishet goods within the country and 
dne to larger size of its milts which tended to economy 
at times 

hrenzied buying of old concerns at fabulous prices 
frittering away of resources through extensions made with 
dearly price 1 post war machinery and excessive payments 
of dividends has brought the industry in Bombay almost to 
the brink of rum during the slump of recent years Many 
of the mills came to grief through the greedy policy of 
managing agents charging commissions on the quantity or 
value of the goods produced Dndor capitalization also had 
made the existence of many a mill precarious through 
2 
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dependence on public and bank loans Similarly, over- 
capitalization bad sterilized the capacity of the mills to 
ensure a fair retnrn to the investors' 1 This sums up tbo 
position of the industry at the time when the fint 
Tariff Board on Cotton Industry was investigating into its 
conditions 

REMEDIES 

After a thorough enquiry the Tariff Board made * 
number of recommendations for improvement of the indus- 
try which may be summarized as follows 
1 Internal Economies in 

(a) the purchase of raw materials 

(b) fuel and water 

(c) Htores 

(d ) labour ( the main recommendation with regard to 
labour being ) 

( i ) reduction in wageg as the prices of other com 
modities had been reduced, 

(u) discouragement of absenteeism 
(m) increased output per operative, 

(iv) fixation of deGmte hours of rest, 

( v ) proper recruitment of labour, 

( vi ) organization of labonr m trade unions on 
sound lines 

(vn) standar iizalion of wages 

(vui) providing housing facilities for labour 

( lz ) labour welfare work 

( x ) technical education 

(xi) introduction of automatic looms 

(xu ) double shift system 

2 While criticizing the Bombay mills for not providing 
reserves and adequate depreciation for renewals and replace 
1 Tie T»riff J5o*rd It* poet, 1018-7 
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merits of machinery, they recommended that depreciation, 
including any amount which may be m arearfl, should 
invariably be regarded »3 a first charge on profits. The 
Board condemned the practice of employing auditors related 
to the managing agents. They stressed the need of outside 
and disinterested auditors who should check, besides 
accounts, mill stocks as well They opined that at least one 
member of each firm of managing agents should receive 
technical training The practice of investing the surplus 
fnnds of mills with firms of shroffs was undesirable and 
should be discontinued, a3 also that of lending in funds 
of one concern to another under the same managing agency. 
They recommended th3t capital should bo written down 
to the level which is represented by machinery and other 
tangible assets of the concern. Bombay should produce 
goods of higher counts A large factory for combined 
pTinttng, bleaching and dyeing should be established in or 
near Bombay, preferably at Ambemath A cotton roitl- 
ownm' association with sub committees should be organized 
to look after the general interests of cotton mills in Bombay 
and elsewhere Two trade commissioners— one at Basra and 
the other at Mombassa — should be appointed to further 
the Bale of cotton textile goods 

As regards the major issue of tariff protection to be 
given to the indu«try the recommendations were not 
unanimous. The majority of the Tariff Board ( two 
Indians ) recommended the raising of the import duty on 
cotton piecegoods from 11 per cent to IT per cent for a period 
of three years and the payment for a period of four years 
of a bounty of one anna per lb or its equivalent of yarn 
of 32 counts and higher, ba«ed on production of an average 
of 15 per cent of the total working spindteage In a null, 
Tbo president of th« Board Mr (now Sir) trank Noyce, 
however, recommended an increase of 4 per cent in doty 
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on cotton yarn and piece goods imported only from Japan as 
he believed that there was no need of protection against 
British cloth which was the other agency to export cloth 
to India 

The Government of India did not accept any of the 
major recommendations of the Tariff Board as regards tariff. 
Only it agreed to abolish the import doty on the principal 
mill stores and to consider the question of establishing a 
mill after consulting the Bombay Government and the mill 
industry in Bombay and elsewhere Ab a result of a 
strong agitation and propaganda carried on by the Bombay 
Millowners’ Association the Government of India issued 
a press communique on the 16th of August 1927 announcing 
the imposition of a specific duty of lj as per lb on all 
imported yarn unless its value exceeded Rs 1-14 per lb. 
in which case the doty wonld be 5 per cent ad valorem 
np to 31st March 1930 It was further extended tip to 
31st March 1933 in 19J0 It may be added here that from 
December 1925 the excise duty of 3J per cent on cotton 
piece goods was abolished, at first provisionally, and fn 1926 
for good 

1928 and 1929 were years of grave trouble to the textile 
industry in Bombay owing to long strikes and lock onts 
which were mainly dne to introduction of efficiency plans 
and standardization schemes based on the recommendations 
of the Tariff Board of 1926 7, which had stressed the nece- 
ssity of increased efficiency and larger output per operative 
specially lor mills m the city of Bombay It mentioned 
that the number of spindles looked after by each operative 
in India was 180 while in Japan it was 240, in Fugland 540 to 
600 and m the USA 1,120 The number of looms attended 
to by one weaver in Japan averaged 2 1, in the United King* 
dom 4 and 6, m the U S.A 9 while in India ft was usually 2 1 

1 Tariff Board Report 1928-7, fp 130-7 
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The workers scented dinger that 3 number of them wonld 
be thrown oat of employment and that efficiency methods 
were designed to exploit them. They were at this period 
under the influence ot the Girnt Kamgar Association which 
was dominated by the Communists. In the year 1928 the 
Fawcet Enquiry Committee was appointed to investigate in- 
to the causes and remedies of strikes in Bombay. It made 
a thorough investigation into the causes of strikes and made 
a number of recommendations to rehabilitate the industry. 
Unfortunately another strike took place in the year 1929 
which led to the appointment of a court of enquiry 
under the Industrial Disputes Act of 1929. In the same 
year (1929) the Government appointed Mr G. S. Hardy, 
Collector of Cnstoms, Calcutta, to investigate into the question 
of foreign competition and to report whether protection 
should be granted in the form of ad valorem or specific 
duty. Mr Hardy’s report favoared ad valorem duties. It 
also Pointed out the growing competition from Japan and 
Italy In March 1930 the revenne duty on cotton goods 
was increased from 11 to 15 per cent and an additional 
duty of 5 per cent of a protective nature was recommended 
by the Finance Member on goods of non-Briti«h origin 
After a heated debate in the legislature it was ultimately 
decided to accept the proposal with the difference that 
plain grey goods of British origin which competed with 
Indian production were also liable to the protective daty 
of 5 per cent. Thece provisions were embodied in the 
Cotton Textile (Protection) Act of 1930 according to 
which the duties levied were ns follows 

Plain grej goods of British origin 1 5 per cent or 

3i as per lb whichever is higher 
Plain grey goods not of British origin .. .20 percent or 
•Si a* per lb whichever is higher 
Other goods o! British origin 1.5 percent 
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Other goods not of British origin 20 per cent 
In the year 19301 the cotton indnstry got a fillip 
from the Swadeshi movement revived by the Civil Dia 
obedience and Boycott activities From let March 1931 
the duties on cotton piece goods manufactured in the United 
Kingdom were increased to 20 per cent and on those xnanu 
factored elsewhere to 25 per cent leaving the minimum 
specific duty of 34 as per lb unchanged By another 
Finance Act a general surcharge of 25 per cent was imposed 
from September 30 1931 — thus raising the duty on goods 
manufactured m the United Kingdom to 25 per cent 
ad valorem at which rate it continued until it was reduced 
in Angust 1936 on the recommendation of the Special 
Tariff Board appointed on the subject The minimum 
specific duty on plain grey goods whether manufactured in 
the United Kingdom or elsewhere was raised to 4| as per lb 
and the duty on other goods if not manufactured in the 
United Kingdom to 31J per cent At the same time the duty 
on cotton yarn was increased to 6} per cent ad valorem or 
as per lb whichever was higher By these two Finance 
Acts of 1931 the duty on artificial silk was raised to 
10 per cent and again to 18| per cent while the duty on 
artific al silk piece goods and artificial manufactures was 
raised to 50 per cent and 34f per cent respectively in 
September 1931 after being subjected to a flat rate of 20 
per cent for the previous 7 months 

The industry again sought protection against Japan 
at the end of 1931 when Japan went off the gold sta idard 
In March 1930 when protection was granted to the Ind an 
cotton industry against Japan she was on the gold standard 
She suffered as it co ocided with world economic depres 
sion Her posit on became worse after 21at September 
1931 when the United Kingdom and with her many other 
countries went off the gold standard On 11th December 



REMEDIES FOR IMPROVEMENT 


27 


1931 Japan also pat an embargo on the export of gold 
when huge quantities of gold had already left that 
country 

On 9th Apnl 1932 the Government of India re- 
ferred to the Tariff Board the question of further pro 
tection to be given to the cotton textile industry, against 
goods of non British origin primarily, as they were imported 
at prices that made the protection of 19 50 ineffective The 
enquiry was to ascertain whether there was a case for 
increasing the existing dnties The Tariff Board of 1 932 
made a comprehensive enquiry into the extent of Japanese 
competition as the Bombay Millowners* Association and 
other bodies confined their representation to the need of 
protection against Japan owing to the depreciation of the 
Japanese currency and exchange The other causes to 
depress the prices of imported cotton piece goods were 
improvements m the methods of manufacture specilly in 
Japan and the consequent reduction in costs * The higher 
cost of power per nmt of output in Indian mills as compared 
with Japan is due partly to the higher price of electricity 
but mainly to the lower efficiency in the Indian mills The 
cost of power is generally les3 than 8 per cent of the manu 
factoring charges The greatest disability of the Indian 
Industry as compared with Japan is in respect of labour 
The labour co9t per pound of yarn of average count 16S in a 
Bombay mill exceeds the cost in a Japanese null by over 60 per 
cent and the labour cost per loom per day on plain grey cloth 
in a Bombay mill is over 3 times the cost in a Japanese mill 11 
The world wide economic depression had reduced the pur 
chasing power of India peasants and depressed the prices in 
general, more particularly of raw materials and agricultural 
commodities Severe competition between rival exporting 
l Report c( the Tariff Board on Cotton Textile Icdnetry 1 1U32 ) 
pp. 1112 
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capital which was strongly recommended by the Tariff 
Board of 1926 7 

A. scheme for the amalgamation of 34 mills in Bombay 
in 1929 30 was sponsored by Sir N Wadia and other indns 
trial magnates to give effect to the recommendations of the 
first Tariff Board The merger aimed at standardization aod 
specialization of prodnction for the avoidance of dnpli 
cation of work and elimination of uneconomic machinery and 
envisaged a joint and central Board to deal with purchases of 
cotton, machinery and mill stores sale of waste, yarn and 
cloth etc It was designed on Japanese lines — to purchase 
through combines and to sell through common selling 
agencies Each mill was to be valued and taken over by the 
merger corporation in return for fnlly paid shares in the 
corporation The scheme was abandoned mostly on finan 
cial grounds Some of the mills did not agree to the 
valuation placed on their machinery and other block assets, 
and in view of the funded debts they refused to hand over 
the assets at the prices fixed by the experts The merger 
would have immediately saved bix or seven mills which 
collapsed soon after Bnt it was a signal to the other mills 
which reorganized and rehabilitated the industry between 
1930 and 1940 on the lines of the recommendations of the 
Tariff Board The output of medinm and One counts was 
increased and greater quantities of bleached, dyed and 
fancy goods were produced, and a number of nulls took to 
printing 

In Angnst 1932 the Government of India raised the 
import duty on goods not of British mannfaenres to 10 per 
cent ad t alorem and the minimum specific duty on plain 
grey goods to 5 J as from 4 § as. per lb In the middle of 1933 
the Government had to increase the rate on non British goods 
to 6* as per lb or 75 per cent ad talorem This undoubted- 
ly represented a piecemeal action on the part of the Indian 
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Government Under the Indo Japanese Trade Conven- 
tion of 1901 no specific action could be taken against Japan. 
The Government of India, therefore, gave notice to Japan 
for the termination of the Indo Japanese Trade Convention 
of 1904 Japau threatened to retaliate against India by 
boycotting the purchase of Indian cotton, she being our 
best customer, purchasing more than 50 per cent of our 
export of cotton Meanwhile, negotiations had commenced 
between the two countries for the conclusion of a freah trade 
agreement which wag concluded on the 7th January 1934 
and tame into operation the very next day It was based 
on the reciprocal quota basis and its ob)ect was to protect 
the Indian textile industry from the onslaughts of Japanese 
competition by putting in a quantitative limitation to the 
imports of Japanese piece goods into this country and at the 
same time ensuring a secured market for Indtar raw cotton 
in Japan The agreement was to remain in force till 
31st March 1937 

The vital part of tbe agreement is the linking 
up of Indian cotton purchases by Japan with imports 
of Japanese cotton piece goods Japan was, however, 
permitted to export 12-5 crore yards of cotton piece floods 
to India -without any liability to purchase Indian cotton 
In return for purchases of 10 lakh bales of Indian 
cotton, permission was given to import 32 5 crore yards 
of piece goods annually If less than 10 lakh bales 
were purchased in any cotton year, the yardage of 
imports permitted was to fall by 20 lakh for every 10 
thousand bales below 10 lakh bales Purchases above 
10 lakh bales permitted a proportional increase m im- 
ports of piece-goods to a maximum of 40 crore yards 
The yardage has to be divided up into proportions of the 
various standard types of cloth which could be varied 
slightly so long as any increase in one produced a 
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corresponding decreace in another From January 8, 1934 
Japan called off the boycott of Indian cotton, and the Indian 
duty on Japanese piece goods was reduced from 75 to 50 
per cent, "with a corresponding reduction of the specific 
rate which affected the coarsest goods The new treaty 
lasted till March 31, 1937 and covered Burma, whether 
or not it was separated from India before that date 

The following table shows Japanese purchases of Indian 
cotton and Japanese exports of piece goods to India for 
Six years : 

Exports of Indian Imports of cotton 
Year ending Colton to Japan piece goods into In- 
Marcb 31 (figures m thousands dia from Japan (figs. 

of bales of 400 lbs) in lakhs of yards) 
each 


1997-28 1,235 3 9 30 

192S-J9 1,610 3570 

1929-30 1,640 5 620 

19 0 31 1 686 3210 

1 “31-32 1.080 3400 

19 P-13 1,085 5790 

1933-34 (8 months) '64 2490 


The greatest gain was reaped by tbe Indian cotton 
growers dne to Japanese purchases being in larger amounts 
than fixed by the agreement Japan pained substantially 
It secured the most favoured nation treatment. Reduction 
of duty from 75 to 50 per cent was another gain to her 
The agreement has been subjected to a great deal of 
criticism from unofficial quarters in India It is asserted 
that the quota system could not be worked well and it was 
evaded at many points Tbe Japanese look advantage of tbe 
many loop holes in the language and wording of the agree- 
ment lenta (cloth pieces) were not included in the quota 
and therefore they were imported in large quantities 
Similar was the case with artificial silk goods. Being 
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excluded from the agreement they were also imported to 
India m large quantities Japan farther flooded the Indian 
market with manufactured goods like shirts, dresses, skirts as 
they were outside the quota Cotton goods were sent to 
India through Afghanistan, Nepal and other countries 
The linear yard basis was evaded and cloth of greater width 
was exported to India 

Japan also increased its exports in miscellaneous goods 
like toys, stationary articles, cycles umbrellas, etc. in huge 
quantities, thus adversely affecting the Btnall nascent indus- 
tries of India The balance of trade was in Japan's favour 
Her increased purchases of Indian cotton were not due to 
any favour to India, nor in comliance with the clauses of the 
Protocol but because she could not have cotton so cheap 
elsewhere. In 1934 5 Japan’s purchase of Indian cotton 
increased from 15 lakh bales during the previous ten year* 
to 20 I lakh bales 

1 N DO-JAPAN E5E TRADE AGREEMENT OF 1937 

In 1936 negotiations for a fresh agreement started as 
the previous one was dne to expire on 31st March 1937 
This time the non officials unanimously demanded 
(a) a reduction of 5 crorcs yards in the quota of Japanese 
piece goods imported into India, (b) the quantity of Indian 
cotton to be purchased by Japan to remain the same, {c) a 
■quota for feiits which was not to exceed 2i per cent of the 
quota for general piece goods, (d) Ihe artificial silk goods 
to be included in the general piece goods, (e) the ready 
made cotton cloth garments to be included m the quota, 
{f ) the quota to be a square yard one and not only a linear 
yard one, (g) Japanese yarn up to 50S to be included in 
the quota, and (h) miscellaneous goods to be included in 
the quota, or to pay a high specific import duty 

The new agreement was signed and came into operation 
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from 1st April 1937 for a period of three years. 

In this agreement the status quo was maintained and 
Japan was accorded the most favoured nation treatment 
Japanese piece goods had been reduced from 32 5 crore yards 
to 28 3 crore yards against the Japanese purchase of 10 lakh 
bales of Indian cotton This redaction was doe to the sepa 
ration of Burma The maximum limit of imports of cotton 
piece goods on Japans purchasing lo lakh bales of Indian 
cotton was reduced from 40 to 35 8 crore yards Fnther 
the Japanese exports were to be in the following classified 
order 

( > ) Plain greys 40 per cent ( n ) bordered greys 13 per 
cent (m) bleached (white) t,oodB 10 per cent ( iv ) 
coloured printed goods 20 per cent (v) coloured dyed or 
woven goods 17 per cent The basic quota did not include 
fenta though Japan had agreed to limit her exports of fenta 
to 89 5 lakh yards annually the duty on fonts not to exceed 
35 per cent ad valorem 

CRITICISM 

In essentials the agreement was the same as the pre 
vions one unaffected by the recommendations of the 
non officials Indian imports of cotton piece goods had 
been rednced by 4 2 crore yards only though Burma 
absorbed 7 crore yards thns increasing Indian quantities 
by 2 8 crore yards Japan s off take of Indian cotton had 
not been reduced because she needed Indian cotton in 
huge quantities. There was no valid reason for not including 
fentB in the quota and fixing up a lower duty of 35 
per cent nd valorem on them though the limitation of 
their quantity gave a little satisfaction to Indian industrialists 
lhe exclusion of artificial silk goods from the agreement 
( by the Finance Act of 1937 doty on artificial silk goods 
was Increased by one anna per square yard ) was resented 
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by Indian interests Nothing had been provided m the 
Agreement regarding Japanese exports to India through 
neighbouring conn tries like Afghanistan, Nepal, etc. 

It was essential to ensure Japanese purchase of Indian 
cotton in view of China s increasing prod action as India had, 
nowhere else except m Japan, a secured market for ita 
cotton, in spite of Lancashire promising to nse increased 
quantities of Indian cotton. 

The new agreement was an improvement over the old 
one m some respects, yet fnll nse of India’s bargaining 
power had not been made It would have been better if 
the Indian Government had entered into a comprehensive 
trade agreement including everything instead of a barter 
agreement with regard to cotton goods only 

LEES*MODY PACT 

Almost simultaneously with the conclusion of the 
Indo Japanese lrade Agreement, another Agreemert was 
entered into between the representatives of the Bombay 
Millowners’ Association and the British cotton textile ind ns 
try It was called the Lees-Mody Pact. The terms of 
the agreement were 

1 India was justified in demanding protection against 
imports from the United Kingdom bnt owing to lower cost 
and other factors there was need of greater protection from 
other countries, particularly from Japan than from the 
United Kingdom 

2 That when the revenue position of the Indian 
Government improved and the need of imposing surcharge 
was removed the Indian interests would not press the Govern- 
ment to continue the surcharge imposed in October 19*51 

3 Regarding imports of yarn from the United King- 
dom the Indian Bide agreed to a duty of 5 per cent ad 
valorem with a minimum specific duty of li as per lb 
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4 Regarding artificial silk piece goods the Indian side 
agreed that on British goods the duty might be -50 per cent 
ad valorem or 2h aa per sq yard for 100 per cent artificial 
silk fabrics and 30 per cent or 2 as per sq yard for mixture 
fabrics of artificial silk and cotton 

5 It was agreed that any advantage enjoyed by British 
goods in the overseas markets should be extended to Indian 
goods ( piece goods and yarn ) as well This applied for 
the future as well and India should also be allowed quota 
In markets where Great Britain participated In overseas 
markets the Manchester Chamber should use its good 
offices to bring about contact between Indian manufacturers 
and the British houses which were already established 
id those markets 

The British Textile Mission undertook to popularize 
Indian cotton in Great Britain and explore other avenues 
of co operation in this regard 

The undertaking was limited in its duration to the 
period ending on December 31 1935 

On a critical review of the Lees Mody Pact it may- 
be remarked firstly that there was no occasion for 
snch an agreement at a time when negotiations were 
proceeding between the Japanese and In lian Governments 
to l ring about a revival of their trade Lest their interests 
should suffer the British representatives pressed hard their 
case A large section of the people did not welcome the 
Agreement, partly because it wai untimely and partly because 
all interests were not equally safe guarded Moreover, the 
terms of the Agreement clearly show that while Indian 
interests were preached to u ake definite sacrifices and made 
prom sea for reduction in duty on British goods, the British 
Interests only gave hopes of goodwill to popularize Indian 
cottqn in. BaJuah nyULi and. lod-ian. caUno. ym lx ua. 
the Empire countries. The atreement, therefore, seemed 
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to be rather one-sided. Further, the interests of the 
consumers and of the handloom ■weavers as well as cotton 
growers were not properly looked after while making 
the Agreement because they were not well represented. 

In the light of the two Agreements the Government 
of India introduced the Indian Tariff (Textile Protection) 
Amendment Bill which became law m March 1934. 
Although protection was intended to be given to the 
textile industry over a period of five years the duty on 
protected goods was to remain for two years only under 
the agreement of Leea-Mody Pact which was to remain 
op to December 1935 

JNDO-BR1TJSH TRADE AGREEMENT OF 1935 

On representation of the Lancashire merchants to the 
president of the Board of Trade, the Secretary of State 
for India moved the Government of India to conclude a fresh 
trade agreement The Lancashire merchants wanted a re- 
duction in duty from 25 to H per cent only. The Govern- 
ment of India conclnded the Indo British Trade Agree- 
ment on the 9th January 1935 which was held to be a 
sequel to the Ottawa Agreement without consulting either 
the Indian commercial community or the public The 
mam feature of the Agreement was that ‘while pro- 
tection to Indian industry against imports of whatever 
origin may be necessary in the interests of the economic 
well being oE India, the condition of the industry m India, 
United Kingdom and outside were such that India required 
higher protection against goods of other countries than those 
from the United Kingdom ’ The Government of India further 
undertook that the measure of protection would be only equal 
to the difference in the pnces of imported articles and 
fair selling prices in India and that whenever possible, 
keeping in view the above provisions, lower rates would be 
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charged on goods of British origin The Government also 
promised to give a hearing to British manufacturers 
when the question of a substantial protection to the 
Indian cotton industry was being examined by the 
Tariff Board 

There was a good deal of criticism of this agreement 
and it was regarded as a negation of the Fiscal Autonomy 
Convention The Indian Legislative Assembly turned 
down this agreement in "Marcb 1935, but the Government of 
India paid no heed to the verdict of the Assembly and 
stuck to it 

A special Tariff Board was constituted by a resolution 
of the Assembly dated 10th Sept 193o, on the cotton tc xtile 
industry to recommend duties on British manufactured 
textile goods on the basis of difference in the price of im 
ported goods and the fair selling prices of Indian goods m 
India The textile industry in India as well as in the United 
Kingdom was to be given full liberty for placing their 
respective cases before the Tariff Board The Board 
recommended 20 per cent duty on plain grey goods as well 
as bordered grey goods and 5 per cent on yarn On other 
goods the old duty of 25 per cent was to remain m 
force The Government accepted their recommendations 
without consulting the Indian legislature and the reduction 
of duty was brought into force from the 20th of June 1936 

On 30th March 1936 the Indnn Legislative Assembly 
turned down by a resolution the Ottawa Agreement and its 
sequel, the Indo British Trade Agreement The Assembly 
also resolved that the Government of India should conclude 
bi-lateral trade agreements with all those countries with which 
India had a chance to expand her trade The Govern- 
ment gave notice to His Majesty's Government on 13th 
May 1936 for termination of the Ottawa Agreement which 
was due to expire after six months, i e on 13th Nov 1936 
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During the coarse of discnssions and negotiations the 
existing agreement was allowed to continue and it could be 
terminated after three months’ notice on either side. Nego- 
tiations for a new agreement conti nned for nearly three 
years It was signed on 20tb March 1939 The new agree- 
ment provided for a reduction of the basic rates of duties on 
D. K cotton piece-goods as under . 

Printed goods 17 i per cent ad valorem 
Grey Goods lo per cent ad valorem or 2 annas and ri 
pies per lb whichever is higher 
Others Id Per cent ad valorem 

The basic rates were subject to a reduction of per 
cent ad valorem if imports fiom the O K in any year were 
less than 35 crore yards and to an increase to the same 
extent m the event of the U K imports exceeding 50 
crore yards 

The now rates came into force from 1st April 1139 
In September of the «atne year war broke out and Since 
then the imports did not exceed 35 croie yards consequently 
from 17th Ap il 1910 a reduction of 2$ per cent in duty 
on British piece-goods was effected 

The position of the Indian tariff on textile goods in 
1939 was as follows 

YARN 

(1) of counts above 50S 


British .. . .. 5 per cent ad valorem 

Non British 6}- per cent ad valorem 

(2) of counts 50S and below 

British 5 per cent ad valo> em or If 83 

per lb. whichever is higher 

Non- British 6J per cent ad valorem or li as 

per lb whichever is higher 
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COTTON PIECE-GOODS 

Grey piece-goods (excluding bordered grey, chaddars, dhoties. 
Banes and screens ) . 


British 12^ per cent ad valorem or 2 i 9 » 

as. per lb. whichever is higher 

Non- British 50 per cent ad valorem or 5} 

as. per lb, whichever is higher 
PRINTED PIECE-GOODS AND PRINTED FABRICS 
Including all types . 

British 15 per cent ad valorem 

hon-Bntish ..50 per cent ad valorem 

OTHERS 

( not coming in any of the above categories ) 

British 12i per cent ad inlorem 

Non- British— —..50 per cent ad valorem 


On a critical examination of the Table on p. 41 we 
observe that the per capita consumption of cloth declined 
during and for two years after the first World War. It reached 
as low as 9.34 yards m 1919-20. At present oar consumption 
of cloth, as calculated m the next chapter, is about 7 yards 
only. The end of War is not yet in sight. It means our 
miseries are to multiply unless effective means are employed 
to step up production. Another thing to note from the 
Table is that daring 25 years ( 1914 to 1939 ) our standard of 
consumption showed practically no improvement. Lastly, 
our home production — both from the mill and hand-loom but 
more from the mill, has increased while imports have gone 
down. The increased quantity available for consumption is 
absorbed by the increase in population. 

DURING THE WAR 

The cotton mill industry Buffered serious losses in the 
post-war economic depression. Several mills were closed ra 
Bombay and many others reduced their share capitals. Only 
a few could declare dividends to all classes of share-holders. 



PROGRESS OF COTTON MILL INDUSTRY OF INDIA. 
1915-1942 

(Last fonr columns are in thousands) 


Year end eg 
31st Aug 

O. of 
Mills 

No. of 

Spindles 


Hands 

Employee 

Cotton Consumed 
n Bales of 

392 lbs 

1915 

272 

6849 

108 

2 65 

2103 

1916 

266 

68 40 

110 

2 74 

2198 

1917 

263 

67,39 

115 

2 77 

21 98 

1918 

262 

66 54 

1 16 

2 82 

20 86 

1919 

268 

6690 

118 

2 93 

‘>044 

1920 

°53 

67 64 

1 19 

3 11 

19,52 

1921 

257 

68 71 

124 

3 32 

21 20 

J 922 

298 

73 31 

135 

3 44 

2204 

1923 

333 

79 28 

145 

3 47 

21 52 

1924 

33 6 

83 13 

151 

3 57 

1918 

19 9 5 

337 

8511 

lo4 

4 68 

2° 26 

1926 

334 

87 14 

1 a9 

3 74 

21 13 

1927 

336 

S7 03 

162 

3 85 

24 17 

1928 

335 

37 04 

167 

3 61 

2010 

1929 

344 

89 07 

1 75 

3 47 

21 61 

1930 

348 

9125 

1 79 

3 84 

2a 74 

1931 

339 

9312 

1 82 

3 95 

26 33 

1932 

339 

95 06 

186 

4 03 

29 11 

1933 

444 

95 81 

189 

4 00 

23,37 

1934 

3o2 

96 13 

194 

3 85 

27 04 

1935 

365 

96 85 

199 

4 15 

3123 

1936 

3?a 

9&7§ 

200 

4,18 

3100 

1937 

370 

97 31 

TW 

417 

4147 

1938 

380 

10020 

2 00 

4.38 

36 33 

1939 

389 

100 59 

201 

4 41 

38 12 

1940 

388 

100,5 S 

200 

4 30 

36 80 

1941 

390 

99 61 

199 

4 60 

42 51 

1942 

396 

10026 

200 

4 80 

47 41 


Excludes Burma from 1S37 
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The trade onions resisted reductions in wages and the 
employment of efficiency measures at times leading to 
strikes and lock oots Except for a short boom in 1937 S 
the industry passed through a gloomy period up to the 
outbreak of the second World War in 1939 

The first reaction of the Alar was that the market 
became steady in its tone and temper The manufacturers 
as well as dealers remembered the abnormal gams of the 
first World War which gave buoyancy to the markets The 
anxiety to sell away the stock grew less and less and dealers 
showed a tendency to hoard the goods The prices began to 
rise steadily but up to the middle of 1941 the position did 
not grow serious on account of Japanese imports With the 
freezing of Japanese assets in August 1941 imports of 
cloth from that country stopped entirely and in 1942 
the position grew from bad to worse so much so that 
by the end of the year the prices were about 4 times 
of what they were in August 1939 The Government grew 
anxious but could not arrest the rise in prices up to the 
middle of 1943 The following table indicates the risein whole 
Bale prices of the typical varieties of cloth up to May 1943 1 
Kind of cloth Aug 18 1939 Afar ch 13 1942 May 20 1943 


per lb 

Hs 

A« 

Ps 

Ra 

As 

Ps 

Rs 

As 

Ps 

Long Cloth 
( Standard qua 

My) 

0 

8 

6 

1 

2 

10 

2 

10 

0 

Domestics 

0 

7 

0 

1 

2 

2 

2 

8 

0 

Dhoties 32 x 

9 yds of l| lbs 

0 

9 

6 

1 

2 

0 

2 

14 

0 

Yarn No 10i& 

0 

4 

5 

0 

9 

7 

1 

11 

6 

Yarn No 20S 

0 

G 

1 

0 

15 

0 

2 

13 

0 

The causes 

of 

the 

% 

1 

1 

rise 

are not far 

to 


seek There was a general rise m prices and m sympathy 
J Takta {iob Tie Eastern Economist Oet. °2 104 S 
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the prices of cloth and yarn most, as a role, conform to 
them. While imports from the United Kingdom and Japan, 
onr mam suppliers, stopped completely in 1942, exports 
grew to unprecedented height. Countries that used to 
depend on the United Kingdom, the U. S A , or Japan turned 
to India for their supplies. Between 1st September 1939 and 
30th November 1942 India exported 192^ crore yards of cloth 
to different countries as 13 shown in the following statement 1 . 

Names of Countries Quantities Exported ( in yards ) 


United Kingdom 

34,176,553 

Palestine 

77.6o9.559 

Cyprus 

4,042,418 

Iraq 

99,907 734 

Aden and Dependencies 

5 097*44 s 

Arabia 

50,02b,366 

Bahrein Islands 

12,352.366 

Iran 

63.782,447 

Ceylon 

109,310,615 

Burma 

264.416.987 

Straits Settlements 

102 937,707 

Federated Malay States 

19 227,835 

Egypt 

91,919,564 

Nigeria 

112,244,299 

Union of South Africa 

74,941,152 

Italian Last Africa 

24 030 489 

Anglo Egyptian Sudan 

a 1 *>04 ,060 

Rhodesia 

21,181 057 

Mauritius and Dependencies 

lb 506,500 

Portugne°e Last Africa 

14,828 856 

Tanganyika Territory 

78.79 b 377 

Kenya Colony and Zanzibari Pemba liS 121 376 

United States of America 

3,379 926 

British West Indies 

19, 99.8b9 

Australia 

186,934 521 

Other Countries 

176 8S3.065 

Total 

1,925,429,046 


1 Prom lud d» TtztHi t Journal, Sept 1943 
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This covers a wide range of countries and includes 
every continent One can understand exports of cloth 
to Asiatic or African countries or to onr neighbour Australia 
but strangely enough we have exported 3 41,76 553 yards 
of cloth to the United Kingdom and 33 79,926 yards to 
the USA the former being the second birth place of 
cotton industry in the world and the latter the most 
important cotton manufacturing country Not that we can 
retain these markets after the cessation of hostilities It 
is all due to war exigencies 

Another important cause of the di a equilibnam is the 
purchases on military account The civil needs hre deferred 
and up to 1942 the purchases on military account were on 
the up grade It was only in 1943 when the situation be 
came very critical that the Government slackened its pace of 
military purchases in India The profit instinct of the dealer 
led to speculation and hoarding and the nervousness of the 
consumer was responsible at times for unnecessary and 
untimely purchases Inflation contributed no less than any 
other single factor We may thus conclude that while home 
production could not expand bej ond a certain limit due to 
the difficulties of importing machinery, dyes stores and 
spare parts and our imports were completely stopped owing 
to war in the Mediterranean and the Pacific the demand 
swung up to dizzy heights on account of civil and military 
requirements in home and foreign markets The result was 
scarcity coupled with high prices The following statement 
shows the position clearly 

Year Produc Net Imports +Govermnent Balance left for 
tion Net Exports— Purchases Civilian Needs 

(In Crores of Yards) 

1938 9 426 9 +36 5 — 463 4 

1939-40 401 & +22 30 393 3 



DURING THE WAR 


45 


1940 1 4270 -10 8 

60 

3o6 2 

1941-2 449 4 -80.5 

110 

2o8 9 

1942-3 4109 — Ho 

6o 

230 9 

( estimate ) 



The hand loom production 

decreased 

from 19"> crore 


yards in 1938 9 to 50 crore yards in 1942 3 and even out 
of it a part was taken by the Defence Department Thus on 
the whole a quantity of about 270 crore yards (230+40 
from hand looms) was left for civilian consumption 
compared to the peace time consumption of nearly 664 
crore yards in 1938 9 The per capita consumption of cloth 
m India was only 37 94 yards in 1938 9 as against the 
world average of 30 yards Even this has gone down to 
lees than 7 yards per head per year This is a sorry state of 
affairs and hardly needs any comment Onr people were al- 
ready half naked Now they have been deprived even of this 
1 ttle snpply by dumping paper money in circulation The 
hand loom conld supple ent mill production but imports of 
yarn had fallen from 4 1 crore lbs in 1939 40 to 48 lakh 
lbs in 1941 2 while exports of Indian yarn rose during 
the same period from o 6J crore lbs to o 78 crore lbs The 
result is that a large number of hand loom weavers had 
to seek other employments We wonder if it could be 
poss ble to introduce a few lakhs of charkhis if spinning 
machinery cannot be imported from outside during war 
time It will step up production of hand woven cloth 

GOVERNMENT MEASURES 

These may be considered under two heads— Govern 
ment pi rchasea for military and civil needs and control 
over prices and stocks 

1 Government Purchases — For about IS months after 
commencement of T\ar the Government felt no difficulty m 
procuring cloth for their military needs Indian mills 
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particularly in Bombay, had large stocks on hand. The old 
* Tender System ’ was followed with much success. But 
in 1941 when foreign supplies of cloth and yarn dwindled 
to nothing the Government had to revise its policy, because 
it was found that invitations to submit lenders got little 
response After April 1941, the Government had to 
negotiate and conclude contracts with individual mills. 
This too did not prove very successful. At this time Sir 
H. P. Mody, the Bombay millionaire, happened to be the 
Supply Member. He convened a conference of mill owners 
at Bombay on the 8th and 9th of September 1941 to enlist 
the support and sympathy of the industry in this hour 
of trial After a fnll and frank discussion it was decided to 
appoint a panel consisting of members from different centres 
of the textile industry and other interests to advise and 
negotiate with the Government on behalf of the industry 
The cotton textile section of the Supply Department was trans- 
ferred to Bombay to be m better contact with the industry 
The Cotton Textile Advtsoi y Panel— The first meeting 
of the Panel was held m Bombay on October 13, 1941, to get 
supplies At the next meeting which was held in Delhi on 
the 5th and 6th of December 1941, a comprehensive plan 
for the supplies of cloth during the war was drawn up with 
the approval of the Government and the Industry. A special 
yarn committee and a standing sub-comittee to determine 
prices were set up by the Panel They have rendered useful 
service m procuring supplies and determining prices 

To achieve better and speedy result®, the staff of the 
Cotton Textile Directorate was gieatly augmented The 
Department is divided into a number of sections with 
suitable machinery to co ordinate them. The Supply 
Member is at the head of the organization with a Secretary, 
Director-General, Deputy Director General and Assistant 
Director General to help him 
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The two important functions of this organization are 
planning and purchasing Under planning there are Admi- 
nistrative, ^statistical. Planning, Mill Stores Machinery and 
Chemicals and Technical sections The whole machinery is 
very elaborate and costly and is functioning fairly well 

CIVILIAN SUPPLIES 

The question of high prices of cloth came up for discus- 
sion for the first time before the Third Price Control 
Conference, which met on October 16 and 17, 1941 Bat 
the Government did not take the question very seriously 
and after a heated debate on ‘ Standard Cloth ’ and Yam 
control, the matter was dropped. But in 1942 the situation 
grew worse both with regard to supplies as well as prices 
Credit goes to Mr U R «arkar for introducing a scheme of 
* Standard ’ cloth For the first time an order for 1*5 crore 
yards of cloth was placed by the Government of India m 
January 1943 through the Cotton Textile Directorate. 
Farther orders were placed as under 

February to April 1943 For 2 5 Crore Yards 

May to July 194^ , 15 

August 1943 to January 1941 , 100 „ „ 

This cloth as purchased at a fixed price changeable 
only once a quarter Varieties were few in the beginning 
though subsequently their number reached 102 

DISTRIBUTION OF STANDARD CLOTH 

The Central Government purchases this cloth from 
mills and supplies it to the Provincial Governments which 
sell it to the public through selected retailers who undertake 
to sell nothing except the standard cloth The Government 
of India charges if per cent for its services including 
freight, while the Provincial Governments are allowed 
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to charge 1^ per cent for functioning as wholesalers, and 
the final retailer gets 3 per cent Thus the consumer 
gets cloth at ex-mill price pins 6} per cent. It means 
a great saving in marketing charges Another advantage 
to the consumer has been a general reduction m prices of all 
varieties of cloth as a reaction of the prices of standard 
cloth on other qualities At one time it seemed that a 
right solution had been found but after about a year's 
experience it can be said that the scheme has not been 
successful Firstly, attention is not paid to the study of the 
consumers’ demands in different localities and goods are 
supplied to the retailer without regard to the special 
requirements and tastes of the people in different provinces 
The result is that large stocks are lying on hand 
unsold Secondly, the system of price fixation is not correct 
Cloth is supplied in three qnahties— 14S, 20S, and 40S In 
all cases prices are fixed by weight, with the result that 
40S cloth is priced lower than what it ought to be according 
to principles of costing This cloth is sold m no tune 
while the rough varieties remain unsold The scheme b33 
not been very popular, and some of the Provincial govern- 
ments at any rate are cancelling their orders 
2 General Control Over Prices And Stocks 

Through trial and error the Government was steadily 
improving its machinery and trying to have a grip over the 
situation On the 1st of June 1943 Mr Hydati, Secretary, 
Industries and Civil Supplies Department announced the 
Government scheme which, besides providing for standard 
cloth, included a complete control over prices of cloth and 
yam It also intended to regulate and maximize production 
and asked the mills to specify ceiling prices, ex mill and 
retail, on every cloth The retnrns submitted on Angnstl5, 
1943 for stocks held on July 31, 1943 disclosed the existence 
of about 270 crore yards of cloth and 21*5 crore lbs of 
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yarn ThiB stock taking and the firm tone of the Govern 
ment of India Notification of 17th June 1943 announcing 
the provisions of the Cotton Cloth and Tarn (Control) Order 
eased the situation slightly The Order provided that all 
cloth and yarn manufactured before 1st August 1943 was 
not to remain in full bales after 31st August 1943 All such 
cloth and yarn was to be disposed of by retailers by the 
31st of October 1943 at the latest On representation from 
merchants this limit was later extended to 31st December 
1943 The unsold stocks were to be purchased by the 
Government at a discount ranging between 5 and 7i percent 
on specified ex mill prices To prevent hoarding all cloth 
and yarn produced by mills after 31at July 1943 was to 
be marked by the mills with the dates of production and 
packing and to be sold tb the retailers within 6 months of 
its production Further, the manufactuier was not allowed 
to hold stocks of cloth which exceeded his total production 
of the preceding three months \ 0 3T| ) 

Besides the anti hoarding provisions the Government 
introduced other provisions with the assistance of the 
industry A Textile Control Board consisting of 2o members 
representing all interests was appointed It set up the fol 
lowing Statutory Committees 

(a) Industries Committee of 15 members exclusively 
of mill owners dealing with the problems of 
rationalization standardization and price fixation 

(b) Distributing Committee 

(c) Cotton Movements Committee 

(d) Cotton Committee dealing with the problems of 
marketing and price of cotton 

(e) Export Committee 

(f) Hand loom Committee 

(g) Transport Committee 

The Government appointed a Textile Commissioner and 
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an Additional Textile Commis°ioner to administer the rules 
CEILING PRICES 

In August 1943 the Textile Control Board fixed the 
ex mill and retail prices of 12 varieties of standard cloth and 
4 hinds of yarn m the hope that other prices would be fixed 
on the basis of these prices But there was little response 
from the trade and therefore the Board was obliged in 
October 1943 to fix prices of all varieties of cloth and yam 
produced in India and mark ex mill and retail ceiling 
prices on all cloth produced after 1st December 1943 The 
unmarked cloth was to be disposed of by 31st December 
1943 except ceitain varieties for which extension was 
allowed up to 30th June 1944 Such frequent extensions are 
a source of encouragement to dealers to withhold stocks in 
the hope of obtaining higher prices which leads to black 
marketing 

Besides these measures the Government has fixed the 
maximum prices of cotton and stores But nothing has been 
done so far to reduce the labour co«t Transport of cloth 
can only be under a license from the Textile Commissioner 
Definite areas have been allotted to the various industrial 
centres to save duplication and cross transport Still there 
is lack of free unrestricted and expeditious movement of 
cloth from the manufacturing centres to the consuming 
areas which is one of the causes of black marketing that has 
developed in spite of all controls 

In the last quarter of 1943 the consnmer felt some 
relief when the prices fell by about 40 per cent in some 
lines. It was believed that the fall in prices would be 
more marked and continuous But all hopes were 
belied and again tbe black market developed in the first 
quarter of 1944 The mills have not been co-operating 
with the controlling machmeiy The retail prices are 
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marked 20 per cent higher than the ex-rmll prices Of this 5 
per cent is taken for the freight and other incidental charges 
5 per cent as the profit of the wholesaler and 10 per cent is 
allowed to the retailer But the mills have pnt np 
bogns agents through whom they supply cloth to the trade 
and it has meant a great hardship particularly to the retailer 
At tunes these agents take away even as much as 10 
per cent Another malpractice complained of is that these 
agents withhold popnlar qualities from the trade and against 
one bale of popular brand they force say four bales of 
unsaleable stuff on the retailer Again the agents demand 
cash premiums from the wholesalers and the wholesalers 
from the retailers The cumulative effect of all this is that 
quality cloth is scarce at any price in the markets 

To combat these evils and ensure a fair and equitable 
distribution of the mill output the Committee of the Textile 
Control Board decided upon a scheme published in the 
Gazette of India Extraordinary dated 2Stb April 1944 The 
years 1940 1941 and 1942 were taken as basic years It was 
made compulsory for every mill to sell only to those whole- 
salers who purchased from the mill in these standard years 
The quantity to be sold to each dealer was to be based on the 
present rate of pioduction in proportion to what was sold in 
these standard years Similarly the wholesalers should sell to 
the retailers on the same basis By this arrangement the 
undesirable element that entered the trade in 1943 to 
reap abnormal profits w ould be eliminated But one must not 
be very sure of preventing the mills from receiving cash 
premiums At anv rate it would make some improvement 
over the existing arrangements As a drive against black 
marketing the Madras Textile Commissioner comman 
deered the production of two mills at Coimbatore suspected 
of malpractices while the Bombay Textile Commissioner 
cancelled the licenses of 3S prominent cloth and yarn dealers 
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and baa frozen their stocks On 24th of May 1944 the Textile 
Commissioner announced the seizing of two Bombay mills 
to be ran by a Controller appointed by the Government In 
addition the production of seven mills ( five in Bombay and 
two in Ahmedabad) was taken over and was thereafter 
distributed under the orders of the Textile Commissioner 
The a e measures were meant as a warning to others Without 
a firm hand it is not possible to curb the profit instinct of 
the manufacturer or the trader They must of course have 
their fair returns but by no means should they he allowed 
to fleece the poor consumer at whose expense the industry 
haa thrived so long 

Another question that should engage the attention of 
the State and the in tustry is the shortage of coal supplies 
to the mills It is threatening production According to 
Mr Thackersey the loss of production due to hck of fuel for 
the 5 months ended February 1944 was about 3 6 crore 
yards or enough cloth to clothe 3 million people for a year 
on the basis of 12 yards per bead per annum The Govern 
ment should ensure supplies of coal to the producing centres 
which will increase production 

We believe the distribution would have been more 
satisfactory if the organization had been decentralized and 
the consuming public taken into greater confidence At 
present the industry is dou mating the Government control 
ling machinery 

A PLAN FOR THE FUTURE 

The cotton textile industry is the most important 
industry m India from every point of view Before the 
war it gave employment to about 4$ lakhs of people and had 
a paid up capital of Rs 46 crores The total Block cost 
was about Rs 100 crore» As regards splindlage and 
kuuniagfc wAhAnvwVi. hnt. aa, vt-gusta, *souaimi$3m- 
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of cotton it was only second At present -we have about 
400 mills with about a crore of spindles and two lakhs of 
power looms Many of these mills are working double and 
some even treble shifts One may enquire, * How long will 
the industry enjoy this prosperity Saj for the duration 
of the War and a few years after Will history then repeat 
itself ? Again the mill owners will raise a hue and cry and 
exert their influence in the press and on the platform to 
save the 4 national industry from crisis — against dumping of 
goods from Japan, the United Kingdom, the U S A or may 
be even Russia ! It will cry for more and more tariffs and 
trade bamere The national Eentiment will be invoked 
One may ask, ‘ Has the industry acquitted itself creditably 
well ? Has it stood by the consumer ? Has it justified the 
grant of tariffs * ’ Without attempting to answer these 
queries seriatim it will be enough to say that what is needed 
is a proper rationalization of the industry in the interests 
of all concerned if it is desired to put it on a stable basis 
The International Economic Conference of 1927 defined 
rationalization as ' the methods of technique and of organiza- 
tion designed to secure the minimum waste of either effort 
or material * It includes * the scientific organization of 
labour, standardization both of material and of products 
simplification of processes and improvements in the system of 
transport and marketing 1 Since then many a definition 
of this word has been given Probably tbe most scientific is 
that of the International Labour Office issued in 1931 viz 
Rationalization means that instead of traditional proce°ses 
established routine, empirical rules and improvizations, use 
is made of methods that are the frmt of patient scientific 
study and aim at the optimum adjustment of means to ends, 
thus securing that every effort produces the maximum useful 
"rratfftg ’■ 'While rationalization aims at reduction of costs, it 
1 Th « Socud AipecU of MaXionaluatum (I I* O. ) p. 6 
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should ensnre increased wages and a better standard of living 
to the worker and lower prices to the consumer It means 
that every section of society concerned must benefit Tbe 
worker is afraid of subordinating man to the machine 
and depriving himself of all interest and initiative in hi3 
work He dreads unemployment In most cases the effi 
ciency methods exhaust the worker before time Again ratio- 
nalization aims at combinations and mergers These powerful 
trusts exercise semi monopolistic powers Unless they are 
inspired by national interests or controlled by the State, 
they will not care for the interests of the consumer 
when foreign competition is checked by tariffs The State, 
flhonld therefore g lard against these pitfalls While we 
admit that all sorts of wastes Bhould be eliminated we 
must not unnecessarily encourage combinations or introduce 
more and more capital into industry at the cost of labour 
This sort of economy will not amt India. The Indian Mill 
industry supplies about 68 per cent of cloth and gives 
employment to about 4$ lakhs of people only As against 
this the hand loom industry that supplies only 27 per 
cent of our cloth requirements provides employment to 
about 60 lakhs of people In this country where capital 
is comparatively scarce and labour plentiful we should 
not aim at imitating the United Kingdom because the 
conditions obtaining in the two countries are not similar 
We must however, learn by their experience and faults and 
try to adopt methods suited to our own conditions 
LINES OF RATIONALIZATION OR PLANNING 

(a) Encouragement of tbe Production of Long stapled 
Cotton 

(b) Saving in Labour Cost 

(c) Combination 

(d) Regional specialization — Decentralization of the 
industry — Co ordination with the hand loom 
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(e) Financial Organization 

(f) Marketing — Inland and Fxport Trade 

(g) Production of textile machinery within the country 

(h) Production of Chemicals and other stores 

( i ) Training in Mill Management 

(j) Technical Education 

GO Research Work 

(l) Encouragement and proper utilization of Power 
Resources 

(m) Collection and Dissemination of Industrial Data 

(n) Railway Rates Policy 

(o) Fiscal Policy 

RAW MATERIAL 

Cotton is the most important single element in the 
Manufacture of cloth It accounts for about 50 per cent of 
the total cost Therefore every possible economy must be 
made in its production and use India is the second largest 
producer of cotton in the world at present The acreage 
under cotton in India is almost as much as in the United 
States of America, but the yield is far less here In 1940-1 
the acreage under cotton in India was 2,32 86 000 as against 
2,38 61 000 acres in the U S A in 1940, but the yield was 
estimated at only 59 03,000 bales of 400 lbs each as against 
57 07,000 bales in the U 3 A for the respective periods 
is shows the glaring difference in yield between the two 
countries while the acreage is ilmost the same the yield 
ere does not approach even half that of America Again, 
India is the homo of short stapled cotton of which we export- 
ed about 8 1 ! lakh bales to European countries and about 
15 lakh hales to Japan before the War During the War, 
particularly after August 1941 when oar exports to Japan 
were stopped, there was a continuous decline in the foreign 
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off take Our imports of long stapled cotton in the three 
pre war years were as follows 

1937 8 1938 9 1939 40 

( Bales of 400 lbs. ) 

7 53 000 5 40 000 4 68 000 

The mill consumption of cotton of over 1 staple was 
6 35 000 bales in 1941 2 while Indian production was less than 
even 2 lakh bales Dnrmg the War the prod notion of long 
stapled cotton has gone up under encouragement from the 
State Bat the position is not still quite satisfactory There 
is no reason why we cannot be at least self sufficient in the 
supply of quality cotton for our growing industry 

Another question that shonld engage the attention of 
the industry is the method of procurement of cotton from 
the village There is an unnecessarily long chain of 
middlemen The mills should purchase cotton on the Japa 
nese model — through combines They can easily organize 
regulated markets and improve the quality m co operation 
with the Indian Central Cotton Committee 

SAVING OF LABOUR COST 

Labour is another co partner in the industry Its share 
is about 25 per cent of the total cost Every waste should 
be eliminated and efficiency measures introduced wherever 
possible ‘Whereas here in India we employ about 4 50000 
operatives to work into textile fabrics about 35 lakhs of 
cotton bale3 annually only 1 90 000 Japanese workers 
handle this quantity of cotton ' It is wrong to think that 
Japanese labour is sweated labour It is contented and 
well looked after The standard of living of the Japanese 
worker may not be as high as that of the Bnttsh worker bat 
is certainly higher than that of the Indian worker The 
industrialists shonld take labour into co partnership and 
'wffn fts no vpvrsfeaitt 'nfavfrucfc tSueivia& ■nnzarinvh Thft 



COMBINATION 


57 


two Textile Tariff Boards of 1927 and 1932 and the Fawcett 
Enquiry Committee of 1928 laid stress on efficiency of 
labour. But not mnch ha3 been done so far The only 
justification for machine can be its power to mitigate human 
toil and drndgery If the number of honrs are substantially 
reduced and the worker is allowed to pursue intellectual 
And spiritual pursuits in the leisure hours, if he is better 
fed, better clothed and better housed, if he is more care free 
and if he is more self respecting and a better citizen, the 
machine may replace man, bnt not otherwise 

COMBINATION 

An attempt was made in 1930 to pool the resources of 
about 30 mills m Bombay But the scheme fell through, 
thiefiy on financial grounds The mills did not accept the 
■valuation figures of their Blocks given by the experts and 
being individualistic m their outlook they hesitated to 
•combine The managements of smaller ones among them 
were afraid of losing their power and position as Managing 
Agents It is rather a petty bourgeois point of view, but 
most of the industrialists suffer from this In any future 
scheme the same difficulties will arise Besides, there are 
well defined limits beyond which centralization fails to yield 
satisfactory results. As the Tariff Board of 1932 observe* 
In the existing circumstances of the cotton textile industry 
better results are likely to be attained by economies accruing 
from close personal attention than from production or 
management on a larger scale ’ 

What then is the optimum size of a spinning and weav- 
mg null 9 * The general consensus in the trade is that a 
pnnt-cloth mill of about 60,000 spindles attains the principal 
economies of large-scale management For a mill producing 
coarser yarn fabrics such as sheetings, maximum efficiency 
could be attained in a mill of not much over 30,000 spindles. 
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These economies are largely economies of plant and 
plant layont rather than dne to technical efficiency 
Smaller mills could for practical purposes be considered as 
equally efficient in technical operations ,l According to the 
evidence of Mr Kastorbhai Lalbhai for the Province of 
Bombay mills of more than 40 000 to 50 000 spindles and 
J 200 looms had been found hy experience to be too big to 
run aa efficient single units The average size of units in 
Abmedabad is somewhat smaller than that of the fair sized 
nmt favoured by Mr Kastorbhai Lalbhai the size of the 
average unit in Bombay approximates more closely to it* 
In India we have combinations of a different type A firm 
of Managing Agents like that of Birlas or Singhamaa or 
Andrew Yule may be in charge of a number of concerns m 
the same lines or different lines All possible economies in 
the buying of materials and stores and in marketing and 
research can be made possible Therefore the case for 
mergers is not very strong in this country But collective 
action or combination for purchase of machinery conauma 
ble stores and imported cotton for organizing insurance of 
r sks or for negotiating with electric companies for power 
must result in substant al profits to the combining units 

REGIONAL SPECIALIZATION 

Bombay had the mit al concentration of the industry 
owing to the existence of a big cotton market presence of 
enterpnzing businessmen nearness of raw materials avail 
ability of cheap transport facilities and a humid climate By 
the end of the last century the trade in yarn with China 
and Japan was lost bnt the internal market developed 
rapidly instead The industry developed at different centres 
in the country to cater to regional needs Now the 
1 S. J Kennedy Prop* and Lotte* a Textile* 1936 p* M6 
2. Bombay Textile Labour Enqu ry Comm ttee Report (1940) p. 21 £ 
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principal centres of the textile industry are Bombay, 
Ahmedabad, Sholapnr, Cawnpore, Madras, Madura, Coimba- 
tore Calcntta, Delhi and Nagpur In the Bombay Province 
itself, the pre eminent position of Bombay City as the home 
of the cotton industry is being challenged by Ahmedabad, 
called by some as 'The Bolton of the East’ Cawnpore 
enjoys a strategic position and is the seat of British and 
Indian capitalists 

Along with decentralization of the indnstry is also 
disenable a tendency of regional specialization Bombay 
produces mainly cloth of light texture from medium and 
higher count yarn, and the cloth compares fairly well in 
quality with the English cloth imported into India Grey 
and bleached plain weave cloths account for abODt 60 
crore yards of the total production dhoties about 40 
crore yards and coloured goods between 25 to 30 crore 
yards During the last few years the output of coloured 
and better quality white cloth has substantially increased 

The annual production of Ahmedabad is about 100 crore 
yards of piece goods of a wide range Dhoties and sanes are 
produced on an extensive scale and increasing attention 
is being paid to cambrics and prints Madras has specialized 
in high class cotton coatings, bleached shirtings and drills 
and khakis Southern India has developed a large spinning 
industry, mainly m the districts of Coimbatore, Madura and 
Tinnevelly, thanks to the completion of the Pykara 
hydro electric scheme in the year 1930 and the keen 
interest shown by the Provincial Government and the local 
industrialists 

Mills in Cawnpore, Delhi and the Punjab produce 
mostly coarser cloth from short stapled cotton Cawnpore 
gets quality cotton from the Punjab. Central Provinces and 
Neutral India have a fair number of mills with scope for 
considerable development However, the most remarkable 
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progress is made in Indian States, where the rulers hare 
given various forms of concessions m taxation, etc and 
where the labour laws are not strictly enforced. In the last 
decade or so the number of mills in the States has gone 
up from 43 to 65 and the paid-up capital from Rs. 4 { crores 
to Rs Gi crores Most of the mills produce coarse count 
yarn and cloth, but a few mills in Baroda State are speciahz 
mg m fine count cloth and Indore mills are taking to 
the production of coloured goods 

The tendencies towards decentralization and speciahzi 
lion are good in themselves, but there is need for further 
decentralization of the industry if it is to be put on a healthy 
basis Now that hydro electric schemes are projected and 
some completed, the task of carrying the industry to the 
smaller towns m the countryside will be easier We see no 
justification for Cawnpore becoming greater Cawnpore and 
Ahmedabad becoming greater Ahmedabad In 1931 the 
population of Cawnpore was less than 4 lakhs Today it is 
estimated at over 10 lakhs Partly it is due to the war 
activities, but these activities could as well have developed 
m the countryside For example, in the United Provinces 
textile mills can easily be established m Saliaranpur, Aligarh 
Hathrn and Etawah These towns are in the cotton 
producing region and have the facilities of hydro-electric 
power and cheap transport They are very good consuming 
centres The whole countryside would be up with 
activities The standard of lmng of the people would improve 
and education would spread faster than otherwise The 
same can be said about Ahmedabad, Bombay, Calcutta and 
Madras People aro living m dirty and dingy chawls and 
bustees The housing problem is very acute In these cities 
Every effort should therefore be made to decentralize the 
industry in future planning 
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THE HAND LOOM 

Another line m which improvement is desirable 13 
the co ordination o£ the hand loom and the mill industry. 
India has been lamous for her hand loom industry in all 
ages , m spite of the formidable competition of home and 
foreign mills the hand loom weaver has been able to keep 
his head out of water According to the Fact Finding 
Committee the total number of hand-looms in India is about 
20 lakhs of which about 17 lakhs are active The total 
number of weavers is estimated at 24 lakhs and of their 
assistants at about 36 lakhs In all the total number of 
workers is about 60 lakhs The average normal pre war 
output of hand looms may be estimated at 180 to 190 crore 
yards of cloth and the total value of hand-woven cloth 
m India for 1939 works out at Rs 72*8 crores for all kinds 
of textiles — cotton, wool and silk The hand loom has been 
supplying about 30 per cent of onr requirements The 
demand arises principally from two quarters — (a) for highly 
artistic and finished goods and (b) for coarser goods needed 
by the village folk 

An interesting question may be asked * Has the Indian 
mill replaced the hand loom ? ’ No, not so far The Indian 
mill has replaced the foreign mill but not the hand-loom 
The following figures will clearly indicate the position 
In Crore Yards 

1913-14 1538-9 Increase or Decrease 

Actual Percentage 

Mill Production 116-4 426 9 +310 5 +267 

Hand loom Production 106 8 192*0 + 85*2 + 80 

Imports 319 7 64 7 -2o5 0 - 80 

During the war period, for which figures are given else- 
where, the mill production has improved but the output of 
the hand loom has considerably fallen, owing to the paucity 
of yarn, while imports have dwindled into insignificance For 
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the future, it is feared that when the home mills have com- 
pletely replaced the imports except for certain fastidious 
tastes, it will surely attack the hand loom and onless ways 
are devised to protect it, the hand loom will die a natural 
death m spite of customs and tastes that have preserved it so 
long. Further, with the development of the means of transport, 
the mill cloth will reach the remotest corners of the country 
where it could not have penetrated bo far. It will be a 
tragedy if a vast number of people employed in the 
hand loom industry are thrown out of employment. 

Since 1920 the Central and Provincial Governments have 
evinced interest in the promotion of technique and labour* 
saving appliances in hand loom industry. They have 
imparted instructions in designing dyeing and printing, and 
have also assisted in marketing the finished products through 
Government emporiums, as in the U P , Bihar and Assam 
Since 1935, the Government has given an annual grant of 
Rs 5 lakhs for the development of the hand-loom industry* 

The work of the All India Spinners' Association deser 
ves commendation This organization acts as a guide, 
philosopher and friend to the artisan It supplies imple- 
ments, raw material, finances and designs and undertakes 
to market the produce of the weavers through a central 
selling agency which secnres better prices for their goods. 
It ensures a fair wage to the spinner as well as the weaver 

Besides the 20 lakh hand looms India has about 11,640 
small power looui3 of which 6 350 or 55 per cent are in Bombay 
Presidency and the rest are scattered all over tbe country 
but mostly m the South With the Bpread of hydro electric 
power in the countryside such looms have great possibilities 
of development 

Now, what is needed is a proper co ordination of tbe 
mill, the hand loom and the Bmall power loom. The per 
capita consumption of cloth before the war was about 16 yards 
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a year as against 30 yards for the -world. The Bombay in- 
dustrialists aim at 30 yards. Even to attain this figure a vast 
expansion of the textile industry will be necessary. But on 
a critical examination we find that our consumption per head 
has not exceeded 16 yards or so, although the industry could 
produce the cloth Therefore the crux of the problem lies 
in the low purchasing power of our people These teeming 
and toiling millions cannot afford to purchase cloth, much 
as they need it. Hand-loom is only next to agriculture as 
the largest single industry providing employment Again, 
while the wages bill m a mill comes to about 25 per cent of 
the total cost, it is about 40 per cent in hand weaving with 
yarn, and nearly 75 per cent in hand-weaving with 
hand spun yarn This is the greatest justification for 
Mahatmaji’s advocacy of the ‘Charkha’. If industrializa- 
tion means the decay of village arts and crafts, it will greatly 
Undermine the * serenity, poise, dignity, spaciousness, 
proportion, graciousness, deep-rooted soreness, and elemen- 
tal simplicity and beauty’ 1 which have been part and parcel 
our village life in the past and have won the admiration 
of the best minds in all ages 

To save the hand-loom we must follow the example of 
Japan In a predominantly hand-loom centre the planning 
a uthonty must not permit the establishment of a weaving 
A spinning mill is welcome because it will supply 
Jam to the weavers. Hand woven cloth is more durable 
leaching, dyeing and finishing may be done by a large mill 
because it will cost less The mill should leave the manu- 
facture of very fine and very coarse cloth to the hand loom 
which is also at an advantage in the production of multi- 
coloured cloth or cloth inter woven with gold or silver like 
the BenarBi sari In all lines the hand loom must get prefe- 
J ence where it works at lesser cost. 

f Mr P M. Gandhi’s article in the Indian Finance Supplement, 1944 
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Th,s CO ordination of th. mm and tho hand loom on , 

mhealThTand “ Pr< ''" d '’ empI °5'“™‘ for million! 

, . , products and correct the evils of excessive 

industrialism which w<mn excess 1 ve 

frerment QD * , , ,n overcrowding of cities and 

eliminate m'ddT “ 11 "■» r® d »«« freights 

eliminate middlemen, and release capital for better ends. 

FINANCIAL ORGANIZATION 

af„„ ,hT " ,T tfiBd n ”‘ 0plp «>• Block cap, 1,1 hut 
i cap,tal wh,,:h ,s mor6 ° r less 

matTml, ? h a “ P the ■» tho form of raw 

tare 1 d S ” 0d ’’ S ‘ 0reS “ d Con- 

Koct 1 °” r b3 ’° ' i ' p «” dad for part of their 

ferae,,? h < "‘’° S,t5 ° C * t! > “«■*£ pnblic- 

aidencr ? h*™ T " T p “ p " 1 “' “ the Bombay Pre 

has bee P ‘ lailatls ' m A 0medabad Tho ’deposit ojstem' 
Oontr,THa^ 8ra T“ d 88 8 »«■•>» friend »» d «■» 

Stress. 1 th IDS ® n<lm ry Committee and other bodies hare 
cresent fi 6 need popa ^ arlzlD S debenture issues At 
finds th* na " C ® 13 <Iomina ting the industry The promoter 
. ,m ia rapitaI and later on in the role of Managing 
' nn f 6 ari ’f Dgea sorting capital on his own signature 
. , y Th,a dependence of the industry on finance 
must be removed if the industry is to be put on a sound 
haliit* 18 ^ at 13 P° ssl M e only when the investing 

13 eve ^°P e d and the investing public takes a little 
more interest in the affairs of their companies 
— I, *?° er P TO Weni of finance is about recapitalizing of 
r. a W6re at one time or ot ter over capitalized The 
. . °f rd recommended a drastic reduction of 

Rn .^ 3 of textlle m «»s The Tariff Board of 1932 expressed 
ac lon a t the progress m the redaction of capital of 
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Bombay mills where it was mo^t desired The Tariff Board 
wi 1936 held that the average cartel cost of the mitts which 
worked out at Rs 63 per spindle and Rs 1 575 per loom 
represented a fair estimate of capitalization for the purpose 
of calculating the overhead charges The Bombay mills are 
still over capitalized The planning authority should care 
fully examine the capital structure of every company and 
advise for reduction of capital where necessary 

Trade bills that can be discounted and rediscounted at 
banks are not yet quite popular in India As an alternative 
to this, bon owing against floating assets, e g stocks of 
cotton yarn and cloth, is universal Although the incidence 
of interest charges is not very heavy the credit machinery is 
not well developed as in other industrially advanced coun- 
tries To remedy this defect a system of licensed warehouses 
which could issue warehouse receipts like the warehouses at 
ports, wilt work welt These receipts should serve as 
documents of title and can be pledged with banks as 
security To provide credit against goods in transit by rail 
it is necessary to treat the Railway Receipt as a qnasi nego 
liable instrument like the Bill of Lading 

MARKETING 

1 Inland — Marketing including merchandizing and 
salesmanship, occupies a very important role Daring the 
last two decades it has held a very important place in any 
scheme of reconstruction After the w^r there will be a 
mad race for markets, and foreign companies backed by 
their Governments, are closely studying onr future require- 
ments. Unless we improve our marketing organization imme 
d lately we shall not only lose the little hold that we 
have gained in foreign countries during these few years 
at considerable sacrifice and suffering of onr own 
people, but we will find foreign cloth and yarn dumped 
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into India as was don. after 1931 We shon ,,j 
therefore set onr o«n hona. „ order, to save ,t from 
impending disaster For this aetion by mil]! „ 

essential They ahonld carefnlly stndy inland demands 
through the, r accredited agents at .mportant d.str, hating 
centres A central selling organization shonld be set np for 

™ h ‘ b r li nn d suggestions 

from different Chambers of Commerce and other trade 
organizations and collect atatl st, cal data of prodnct.on and 
consumption of different centres „,th„ the conntry It 
shonld examine the relative merit, of foreign and inland 
cloths and mate snggestions to the mill, concerned Agam, 
there is a large army of middlemen ,n rnral and nrban 
towns Is it not possible to cut some of the links in the 
chain ? It is not the number of middlemen bnt the links in 
the chan, of middlemen that really matters The cost to the 
final consumer should come down Sale by trade mark 
and trade number should be encouraged and emphasized 
The Bombay and Ahmedabad mill, have already adopted 
this nsefnl donee Branded goods get popnlar ,f they are 
of good finality and this goodwill „ of permanent value 
2 Foreign Efforts should also be made to expand 
the foreign market in textile goods Two Trade Commissioners 
were appointed m 1928-one ,n Alexandria and the other at 
Mombasa as a result of the recommendation of the Tariff 
Board of 1927 Since then practically nothing has been 
done although the question has been discussed now and 
then by the Millowners Associations Onr exports of 
piece goods have been as follows 

1935 6 1936 7 1937 8 1938 9 1939 40 1940 1 1941 2 

14 17 19 09 24 12 17 70 22 14 39 01 77 24 

crore yards 

During the last few years we have exported large quan 
titles which we could ill affor 1 Will India be able to retain 
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some of these markets, particularly in Central Asia, South, 
East and West Africa, Ceylon, Australia and the 
Pacific Islands ? For the duration of the War and a few 
years after, India has a more or less secure market Bat 
will our manufacturers be able to retain their hold in these 
markets in normal times ? It depends upon their service 
and sincerity If they supply the right goods at fair prices 
they will earn reputation for their wares and it will be 
difficult for foreigners to oust them easily from these mar 
kets In the War period our manufacturers must not 
profiteer at the expense of the foreign consnmer, otherwise 
it will leave bitter memories which will affect our trade 
relations with them Already there are complaints of 
bad quality and over charging from foreign countries 
The Textile Control Board framed a scheme of 
controlling exports of cotton piece goods to overseas 
countries The exportable quota was fixed at 60 crore 
yards to be priced at 12 to 20 per cent over ex mill prices 
( 12 for non discriminating countries and 20 for discrimmat 
lug countries ), of which all except 7 per cent was to go to 
a Research Fund after meeting the expenses of inspection 
and supervision incurred by the Board in connexion with 
the exports The mills are to manufacture cloth according 
to the specifications given by the Board The exporting 
firms are allowed a margin of 10 per cent which is rather 
high There is an apprehension that the importing coun- 
tries may find our prices too high and may resent this levy 
For normal times the industry must have an Export 
Development Corporation whose function will be to study 
the demands of prospective markets, to organize trade 
missions, to certify the quality of foreign consignments, to 
establish commercial museums in foreign countries and 
contact with importing firms, to point out defects in the 
goods to the exporting mills, and in general to expand the 
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market for Indian cloth If properly organized and con 
trolled the Corporation should prove a very useful institu 
tion in the post war industrial development 

PRODUCTION OF MILL MACHINERY 

We are entirely dependent on foreign countries for the 
supply of mill machinery, tools and implements This is a 
very weak point m our industrial system This weakness was 
realized m the last war but our benign Government did 
not take kindly to it for obvious reasons India could have 
considerably expanded her production of cloth and yarn and 
thereby helped the war effort if she could get the necessary 
machinery Most of the mills are working double or even 
treble shifts resulting in heavy depreciations They need 
not only renewal and replacement but modernization of the 
plants if they have to effectively compete in the world 
markets We have large stocks of idle cotton wh ch we 
cannot turn into yarn for want of spinning machinery 
The future industrial plans must give preference to heavy 
industries including manufacture of mill machinery 

PRODUCTION OF CHEMICALS AND OTHER STORES 

These are of vital importance to the growth of the 
industry and every effort must be made to produce them 
within the country They will give employment to a large 
number of people and make the industry self reliant in 
the country 

EDUCATION 

Training in mill management and technical education 
need no pleading From the Industrial Commission (1916- 
18) to the Grady Mission every Committee and Commission 
haa emphasized the need of technical education Scientific 
cum commercial education will accelerate the pace of mdns 
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tmlization It will be a right lead if science graduates are 
allowed to offer a paper in the principles of industrial 
organization and cost accounting, and commerce graduates 
are glYen the option to offer a paper in general science. 
The Textile Tariff Board ( 1927 ) pointed out that of the 
175 directors of the mills in Bombay, only 11 had received 
practical training The position has not materially im- 
proved since then There is dearth of really suitable men at 
the top in the industry Training m industrial leadership is 
therefore of the greatest consequence 

RESEARCH 

Research to industry is like soul to a body The world 
’3 marching ahead in scientific knowledge It is necessary 
o keep pace with the most modern developments No 
amount of money or pains should be grudged on this account 
roper investigations should be made in the technique of 
production, such as bleaching, dyeing, printing and finishing 
processes Practical instructions should be provided in 
® cient methods of spinning, weaving, designing, dyeing 
30 P r,n bng It is hoped the Government will make a 
Proper use of the export levy for research work Besides 
pecial institutes for technical research, our Universities can 
o-operate m working out problems. The Board of Scienti 
o and Industrial Research is doing useful work It should 

De 1112(10 permanent 
ROWER resources 

__ 18 n °t ve ry rich in the supply of her coal resources 

aruTo'^ 1 are mo8 ^ y found m the provinces of Bengal, Bihar 
prod nSSa " ** 0ne of these provinces are important textile 
cent DClns centres For a few decades Bombay and other 
ooal/ll 1Q ^ ® ont h depended for their power on Bengal 
Q now tt has been mostly replaced by electric powei . 
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It la good that the Government is giving preference, in the 
post war industrial reconstrnction, to the development of 
hydro-el ectno power For decentralization of the industry 
which we have proposed elsewhere hydro electric power is 
absolntely necessary 

INDUSTRIAL DATA 

The Government agency for collection and di 'Semina 
tion of inda stria] data is highly unsatisfactory The in 
formation given m the Review of Trade and other periodica! 
publications is very much belated and is of little practical 
valne This work may be taken np by the Chambers of 
Commerce which are in a better position to collect and 
disseminate information 

RAILWAY RATES POLICY 

Complaints have been commonly made about tbe 
discriminatory policy m railway rates The cost for carnage 
of cotton from India to Japan and for import of cloth from 
Japan to India together is as much as the cost for carriage of 
cloth 300 miles within the country India is a country of long 
distances where cloth is ordinarily carried over 300 miles 
The railway rates policy must be bo devised as to encourage 
home manufactures 

FISCAL POLICY 

Lastly the State must have a bold tarrtff policy. Tb« 
discriminating protection granted in 1923 has been beneficial 
to industrialization but it has been a very slow and halting 
process The machinery has worked with jerks and jolts 
and the general impression has been that fiscal power ha* 
to be snatched away from unwilling hands Discriminating 
protection is now out of date Every country is contem 
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plating to have State control on its foreign trade by means 
of licenses, agreements, priorities, qnotaa restrictions and 
prohibitions. India "will have to adopt measures to protect 
her industries and trade 

We therefore suggest that there should be a permanent 
Tariff Board which Bhonld not only recommend protection 
after investigation, as has been done so far, bat ehanld 
examine tho effect of tariffs on the development of the 
industry It should satisfy itself that the industry has 
justified the grant of protection by introducing efficient 
systems vn production and distribution and thereby reduced 
the total cost to the producers and ensured lower prices to 
the consumers. It should also study the incidence of 
foreign tariffs and fiscal policies on the local industry. 

We may conclude this monograph with the belief that 
if the measures suggested in these pages aro followed in 
full co operation by the various section * 1 of the industry and 
the Government, the industry must have a very bright 
fnture In the post war reconstruction the textile industry 
has to play an important role if the lot of the poor is to 
improve There is room for considerable expansion even 
if the industry is required to meet only the home demand, 
provided that the Indian peasant commands purchasing 
power and the general standard of living of the masses 
improves 
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